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This Investment Soon Gives 
You An Independent Income 


When you put your money in Cities Service Common stock 
you put it to work at good pay. In the last 17 years owners 
of this sound security have been paid 179 monthly dividends 
totalling over $88,000,000 in cash, stock or the equivalent. 


By investing regularly in this security you can create an in- 
vestment capital that will work hard and soon provide for 
you an independent income. 


At the present price of Cities Service Common stock, an 


investment in it yields you over 8%4% in cash and stock divi- 
dends. 
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A SHORT CUT 


To a Rich Potential Market 











53 Park Place 


A prominent New York advertising man is authority for the statement 
that the subscribers of THE FINANCIAL Wonrtp represent the cream of 
several hundred thousand mass prospects; that advertising in THE 
FINANCIAL Wor LD is a short cut for the marketing of any commodity 
appealing to men of five figure incomes. 


The maker of every product that falls into this class, from a fountain 
pen all the way up to the highest-priced automobile, will find a ready 
response among our readers, all of whom are able to gratify their desires 
for whatever appeals to them, 


The best proof of the value of THE FInaNcIAL Wor tp as an adver- 
tising medium is the fact that 95 per cent of our advertisers renew their 
contracts, in many instances for larger space. 


Naturally, you too are interested in more sales for each dollar you 
invest for advertising. Why not then have your agency investigate the 
merits of this profitable medium for your product? 
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ization which specializes in | 
providing such information } 
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FREE STOCK 
MARKET BULLETINS 


Simply mail the coupon below and you will receive gratis copies of 
three important Stock Market Bulletins. They tell which 
stocks to buy, which to sell, and which to avoid. 


UR current Stock Market Bulletins discuss the profit possibilities 
in several different securities, many of which you may be about 
to purchase or may now be holding. Some of these stocks: 
1. Are now in a bargain zone and should be bought. 
2. Others are marking time and should be avoided. 
3. Still others have advanced substantially and should 
be sold at once. 


These Bulletins should be of great value to everyone interested in the 
Stock Market. They may prevent you from suffering severe losses 
and enable you to secure substantial profits by taking advantage of pre- 
sent opportunities in stocks which are undervalued. For instance, these 
Bulletins discuss : 


1. The present position of the oil stocks. Are there indications of 
higher prices for PHILLIPS PETROLEUM and MID-CONTI- 
NENT? Is the time now ripe to bby MARLAND, BARNSDALL, 

and ATLANTIC REFINING? 


. The outlook for the copper stocks. Should KENNECOTT sell 
considerably higher? And what of CERRO DE PASCO, CHILE, 
ANACONDA, MAGMA and GRANBY? 


3. The future trend of the rails. Are many rails now too high? .Or 
are such stocks as GREAT NORTHERN, NORTHERN PACTI- 
FIC, ATCHISON, B. & O., PENNSYLVANIA, SOUTHERN 
PACIFIC, and UNION PACIFIC headed for much higher prices? 

4. The profit or loss prospects in HUDSON MOTORS. Is HUDSON 
likely to reach 100? 

. The steps which immediately should be taken with regard to such 
stocks as YELLOW TRUCK, TRANSCONTINENTAL OIL, 
STANDARD GAS, SCHULTE, INTERNATIONAL NICKEL, 

FREEPORT TEXAS, ELECTRIC BOAT, BETHLEHEM 
STEEL, AMERICAN STEEL FOUNDRIES, AMERICAN 
HOME PRODUCTS, A. M. BYERS, GENERAL OUTDOOR 
ADVERTISING, FLEISCHMANN, CONGRESS CIGAR, CHES- 
APEAKE CORPORATION, and many others. 


If you are interested in any of the above securities, or would like to 
know what the Stock Market is likely to do next, write today for copies 
of our current Bulletins. They will be mailed to you without cost or 
obligation. In addition, we shall be glad to send you a Special Analy- 
sis of a medium-priced stock which should advance substantially within 
a reasonable time. Also an illuminating little book called, “MAKING 
MONEY IN STOCKS.” 
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The Financial World was established to diffuse the truth about investments, has con- 
stantly maintained this attitude, and will continue to do so, confident in its belief that 
_as long as” ‘it clings to | this i ideal it can count upon the support of the investing public. 
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The Trend of Things 


The important current indicators of business such as car loadings and bank 
clearings show little change from former weeks. New construction con- 
tracts continue at high levels and crop prospects are good. Prospects 
point to a substantial trade revival during the coming months; 


Position of the money market continues highly favorable, indicating lower 
interest rates and higher prices for investment securities over the longer 


range future. Call money renewals continue at 314 per cent and time 
money is a shade lower; 


' Crop prospects continue favorably defined, especially in the central West 


and Northwest. Stocks of railroads serving this territory and of the mail 


order and agricultural companies are reflecting the indicated increase in 
agricultural purchasing power; 


The bond market has recovered the bulk of the decline since the recent 


oversupply of new offerings. Investment common stocks like U. S. Steel 
and Atchison reached a 5 per cent yield basis during the past week. Price 


movements in the more speculative common stocks continue mixed, and 
discrimination is essential: 


O indication has as yet come to 
N hand from the current business 
indicators of any change from the 
lull in productive activity that has char- 
acterized recent weeks. It is probable, 


however, that the recent recession has laid 
the foundation for a good fall revival in 


trade, especially as crops are making good 
progress and new construction contracts 
hold to high levels. 

It is becoming increasingly clear that the 
money market has well adjusted itself to 
a lower interest rate basis. Bonds have re- 
covered the ground lost recently, invest- 


ment common stocks of the best type now 
yield around 5 per cent, call money con- 
tinues to renew at 3% per cent and time 
money is slightly easier. A seasonal hard- 
ening in interest rates can be expected, but 
this should be ignored in judging the 
longer range prospects for interest rates. 
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@ Business Prospect 
* * * 


w= the indications for good crops 

continuing and with new construc- 
tion contracts maintained at high levels, 
the two most important single factors af- 
fecting the near future, the trade outlook 
is favorable. Car loadings for the week 
ended August 13th are below the levels of 
a year ago, due largely to smaller raw 
material loadings. Improved grain load- 
ings in the central West should make 
themselves felt during the coming weeks. 
Bank clearings continue at satisfactory 
levels, and there are no indications other 
than the usual improvement in trade con- 
ditions as the fall months approach. The 
crops are about three weeks later than last 
year, and the corn crop depends principally 
on the absence of early frosts. All in all, 
the prospect for a satisfactory volume of 
business during the remaining months of 
1927 is favorably defined. 


5 oo * 
@ The Credit Situation 
*x* * * 


ITH call money renewing at 3% 

per cent and further easing in time 
money rates at a season of the year when 
some hardening is expected, it is becom- 
ing increasingly clear that pronounced ease 
prevails in our money markets. Not only 
is this current and prospective ease a stim- 
ulant to investment security prices, but also 
to business. The decline in commodity 
prices has reduced corporation inventories 
and released funds which seek the invest- 
ment market. The gain in per capita 
wealth is also constantly seeking profitable 
employment. One of the most reassuring 
current developments in connection with 
our high rate of prosperity is the absence 
of extravagance. The fundamentals con- 
tinue to point to lower interest rates, and 
in turn higher prices for investment se- 
curities over the longer range future. 


*x * * 
@ The Motors 
* * * 


N page 330 will be found the domestic 
sales of individual motor car com- 











Mr. Guenther 
Abroad 


R. GUENTHER, the Pub- 

lisher of THE FINANCIAL 
Wortp, has gone abroad where he 
will remain until October 11th. 
While in Europe he expects to visit 
Austria, Germany, Switzerland, and 
Holland for the purpose of getting 
first hand information of the finan- 
cial and industrial conditions in those 
countries, which he intends to re- 
view on his return for the benefit 
of our subscribers. In his absence 
the editorial direction of THE FI- 
NANCIAL Wortp will be in charge 
of Frederick Hanssen, Managing 
Editor. 
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panies. A sharp decline from a year ago 
has taken place, largely due to the fact 
that Ford is changing his models. Spec- 
ulation is still rife as to the new Ford 
car, but there is no official information as 
to specifications and price. Meanwhile, 
General Motors continues to show good 
gains over a year ago. There is little 
question but that the decline in Ford’s 
production has had an adverse effect on 
business throughout the country, and his 
early reentry into the volume production 
field should help business in general, even 
though it may not help his competitors. 


* * x 
@ The Oils 
* * x 


HE restriction of production in the 

Seminole field has thus far met with 
success. However, western Texas is al- 
most making up for the artifical decline in 
Oklahoma, and a new field, Little River, 
near Seminole, is expected to report about 
sixty completions during the coming 
month. There is no indication as yet that 
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substantial headway has been made in 
righting the statistical position of the in- 
dustry, although the price cuts in Penn- 
sylvania and western Texas during the 


past week may help. It is still our judg- 
ment that further price cuts will be neces- 
sary and that oils, with the exception of 
the beneficiaries of overproduction such 
as Vacuum and Prairie Pipe Line, shouid 
be avoided. 


*x* * * 
@ The Railroads 
* «*« * 


S was expected, the July reports of 

net earnings do not make a good 
comparison with the high level established 
in July, 1926, when a net of $117,000,000 
was reported compared with $99,000,000 in 
July, 1925. Traffic on the coal roads and 
in the Southwest was smaller, and in the 
central West and Northwest advance prep- 
arations for a heavy crop movement cut 
into expenses. Prospects, however, con- 
tinue excellent for a good net in the clos- 
ing months of the current year. Mean- 
while, the railroad stocks as a group are 
the most undervalued on the list, based 
on ratio of current and prospective earn- 
ings to market price, and the investment 
rails afford the highest yield with the 
largest factor of safety. There are no 


changes in our rail recommendation 
which are as follows: Atchison; Union 
Pacific; Baltimore & Ohio; Bangor 


& Aroostook; New York Central; Penn- 
sylvania; Northern Pacific; Chicago & 
Northwestern; Great Northern; M.-K.-T. 
preferred; Southern Pacific; Chicago, 
Rock Island & Pacific; Chesapeake & 
Ohio; Chesapeake Corporation; Norfolk 
& Western; and St. Louts-San Francisco; 
followed by income-producing “minority” 
rails like Reading; Colorado & Southern; 
New Orleans, Texas & Mexico. For 
more speculative purposes the following 
southwestern rails appear attractive: 
Missouri Pacific; Kansas City Southern; 
Texas & Pacific; St. Louis Southwestern; 
M.-K.-T.; also Western Maryland stocks; 
Chicago & Eastern Illinois; Western Pa- 
cific preferred; the Denver & Rio Grande 
Western 5s of 1955; Seaboard preferred. 


* * &* 


@ The Securities Outlook 


* * * 


T is becoming quite apparent that the 

recent glut in the bond market brought 
on by excessive issues of new securities 
has about subsided. Bonds are giving an 
excellent account of themselves and are 
reflecting the trend toward lower interest 
rates. Investment stocks continue in de- 
mand. During the current week U. S. 
Steel reached 140—a 5 per cent yield 
basis. There is every reason to expect 
sound investment rail stocks to reach a 
similar yield basis before long. Continue 
to give first place to the rails, followed 
by the public utilities, and the long lived, 
high yield, low cost coppers. In the in- 
‘dustrial group we prefer the national ad- 
vertisers selling trade-marked goods at a 
fixed price and the strongest individual 
factors in basic industries. 
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Is Eight Per Cent Possible? 


@ Intelligent speculation is constantly seeking securities 
offering opportunities for market enhancement in ad- 


dition to the possibility of 


than prevailing interest rates will provide; 


@ With the Federal Reserve rediscougg rate now placed 
at 314 per cent the effect is to drive seasoned income 
yielding securities to a higher price level and a cor- 
responding lower income return; 


a Mr. Guenther in this article discusses the relative dif- 
ference between several types of speculations, and se- 
lects a group of five stocks whose combined yield aver- 
ages 8 per cent and whose expanding earning power 
over a period of time should increase the factor of 


incomes more attractive 


safety behind the present dividends paid. 


N the public mind the term speculation 
] is not so well understood as it should 

be. Too many people associate it with 
what is commonly described as gambling 
operations. 

This misconception arises from the as- 
sociation of speculation with stock market 
transactions, where, in a great many cases, 
the unintelligent expect to make a for- 
tune quickly out of the changing fluctua- 
tions in securities, using little capital of 
their own and borrowing the rest, and 
without exercising discriminating judg- 
ment as to the worth of what they pur- 
chase. 


Speculating Not Gambling 


To that vital factor on which success- 
ful speculation is predicated, that is, 
values, such careless and heedless operators 
pay no attention at all. Talk to them 
about what they are doing in the stock 
market and they will describe their deal- 
ings as speculations, totally ignorant of or 
indifferent to the fact that their operations 
do not differ from that of the gambler 
who sits around a roulette wheel expect- 
ing that the little round ball will fall on 
his number or color. 

I employ this frank description for such 


—THE EDITORS. 


By LOUIS GUENTHER 


Publisher, Tue FINANcIAL Wortp 


inane operations, because I find it drives 
home more quickly the stark truth that this 
type of speculation produces the same 
financial destruction that inevitably over- 
takes the gambler if he sticks to his game 
long enough. 

Once the real sense of the term specu- 
lation is really understood, then the prop- 
er intelligence in its application can be em- 
ployed by those financially and mentally 
qualified to engage in it. 


Anticipating Results 


Speculation presupposes that either a se- 
curity is undervalued or overvalued; the 
belief is premised on a thorough and care- 
ful analysis. On this supposition it as- 
sumes a position of anticipating the ulti- 
mate effect of certain conditions. In 
finance the stock market is the instrument 
that finally is expected to record the cor- 
rectness or error of speculative conclusions. 

Our moralists frown on_ speculation, 
probably because they confuse it with 
gambling. 

Yet, speculation is an essential part of 
their lives. It is one of the prinicipal actu- 
ating motives of human activity. It is em- 
bodied in every letter of the word ambition. 
We all have some ideal in mind which we 








are ambitious to attain, and we are spec- 
ulating in life’s market whether we will 
succeed or not. No one can tell at birth 
how long that human life will last, what 
fate will befall it, or whether the career 
it chooses will develop successfully. 

We can only presuppose that by the 
proper exercise of human judgment with 
which the Creator has endowed man, that 
his life will run its natural span, and that 
by the use of prudence he will be normally 
healthy, and by exercising of his talents 
he will be endowed with success in what 
ever channel of opportunity he selects. 


“Speculation” Defined 


So is it also true in the vocations of 
life, be it professional or commercial. Into 
it the element of speculation enters. It is 
inescapable. That is the real definition of 
speculation; the uncertainties in life that 
human intelligence endeavors to weld into 
certainties. 

Even in the accumulating of wealth, 
which is an ambition all of us entertain as 
our ultimate goal, its leaven is speculation. 
There is no investment which at one time 
was not a speculation. To establish the 
factor of safety which would entitle the 

(Please turn to page 344) 























TABLE ONE TABLE TWO 
Five ‘High Yielding Prospects Five Good Prospects Recommended in June 29th Issue 
Current Yield Price Present 

Price Dividend Jo Recommended Price Inc. 

eT a $39 $4 10.3 Arnold Constable ................ $30 $37 +7 

a 35 2.50 7.1 Chicago & Eastern Ill. pf. 62 79 +17 

North American. ............ 50 *10 10.0 Paige Detroit Motor ........ 11 11 ii 

ine & Fok .................. 36 3 8.3 New York Dock ...............- 46 58 +12 

National Cash Reg. A.... 44 3 6.8 Western Pacific pf. .......... 65 67 +2 

TRI sess ccrintioresinn $47 $4 85% PS etch ticonSnceanes *$214 $252 £$38 
*In stock. -* *Total purchase price. +Present selling price. {In- 

creased value. 
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More About Eastern Rail Mergers 









HE Baltimore Sun of August 21st 
carried a copyrighted story of what 
purported to be the demands of the 
Pennsylvania officials in the final alloca- 
tion of railroads in the eastern territory 


in the proposed consolidations. Opposed 
to the Pennsylvania interests in this huge 


be 


struggle for railroad mileage and strategic 
position are the Baltimore & Ohio, New 
York Central, and the Van Sweringens. 
Allied with Pennsylvania are the Loree 
interests. 

It was originally proposed by the Balti- 
more & Ohio, New York Central, and the 








FOUR SYSTEM 
Proposed by B. & O., N. Y. Central 
and Nickel Plate 


§ Norfolk & Western 


PENNA. | Chicago & Alton 


{ Western Maryland 
| Wabash 
B. & O.} Reading 
| Jersey Central 
| Part B. R. & P. 


N. y. {Part Chic. & E. Ill. 
CENT.1 Part B. R. & P. 
| Lehigh Valley 


{ Chesapeake & Ohio 
| Erie 
VAN | Nickel Plate 
SWER- ; Lackawanna 
INGENS | Virginian 
| Pere Marquette 
| Part Chic. & East. Ill. 








The Two Railroad Groupings 


PENNA. { Lackawanna 


INGENS | Part Virginian 


FIVE SYSTEM 
Proposed by 
Penna. and Loree 


{ Norfolk & Western 
| Part Virginian 


| Chicago & Eastern Illinois 
| Line along Lake Erie 


{ Reading 
B. & O.{ Jersey Central 
| Chicago-St. Louis (Alton?) 


N.y. [.. 
7 h -St. Louis (. ? 
CENT. | © icago-St. Louis (Alton?) 


{ Chesapeake & Ohio 
| Nickel Plate 

VAN J Erie 

SWER- | Pere Marquette 


| Chicago-St. Louis (Alton?) 


{ Delaware & Hudson 

| Wabash ; 

| Lehigh Valley 

| Wheeling & Lake Erie 
LOREE}) Pittsburgh & W. Virginia 

| Western Maryland 

IB. R.& P. 

| Rights D. & H. to 

|B. R. & P. via Penna. 

















@ During the past week a semi-official program outlining the Pennsylvania Rail- 
road’s views on the eastern merger situation was made public, and this program 
shows how far apart the roads in this territory are; 


© Before the Interstate Commerce Commission the other members of the 
“Big Four” recently revealed the details of their tentative plan for 
consolidating the eastern roads into four systems; 


@ It is now quite clear that the Pennsylvania and Loree interests 
on the one side, and the New York Central, Baltimore & Ohio, 
and Van Sweringen interests on the other are lining up for 
what promises to be the most interesting railroad in years. 


By FREDERICK HANSSEN 


Van Sweringens to consolidate the east- 
ern railroads into four big systems. Their 
proposal was never acceded to by Penn- 
sylvania nor by Loree. The major 
strategy is simple enough. Pennsyl- 
vania would rather see four smaller com- 
petitors than three larger ones. The three 
smaller eastern trunk line systems would 
rather build themselves to the approximate 
size of Pennsylvania. Loree, as _ usual, 
plays a lone hand and is looking out for 
the stockholders he represents. 

With this lineup the jockeying for posi- 
tion began. Loree, who had been left 
out, suddenly proposed a lease of Buffalo, 
Rochester & Pittsburgh by Delaware & 
Hudson, and proposed building across 
Pennsylvania to connect up. He also in- 
dicated that Lehigh Valley, Wabash, 
Wheeling & Lake Erie, Pittsburgh & West 
Virginia, and Western Maryland would 
be in this combination to develop a fifth 
eastern trunk line. At first Pennsylvania 
opposed the Buffalo, Rochester & Pitts- 
burgh lease, but later decided to accord 
Loree trackage rights over its road so 
that the Delaware & Hudson and the Buf- 
falo, Rochester & Pittsburgh would have 
a physical connection. In return, Loree 
probably abandoned his plan to build 
across Pennsylvania. The foregoing align- 
ment appears to represent Mr. Loree’s 
ideas at present. 


Pennsylvania’s Plan 


The Pennsylvania, apparently convinced 
that Mr. Loree has the Lehigh and 
Wabash and stands a good chance of get- 
ting Pittsburgh & West Virginia from the 
Taplins who are also endeavoring to get 
Wheeling & Lake Erie, takes the position 
that a conference omitting Loree is 
doomed to failure. It also desires the 
Norfolk & Western (which it already con- 
trols), a half interest in Virginian, Lack- 
awanna, a line along Lake Erie, and the 
Chicago & Eastern Illinois for its Chi- 
cago-St. Louis line. While Pennsylvania 


(Please turn to page 345) 
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-@ Rock Island— 


q Frisco— 


Two Dividend Railroad Stocks 


@ Rock Island common and St. Louis-San Francisco common have long 


been included 


in the railroad recommendations of THE FINANCIAL 


WokrLD, the former because of increasing earnings, and the latter because 
traffic in the concluding months of the year are excellent; 


@ The Mississippi floods and a smaller winter wheat crop have adversely 
affected net earnings of the current months, but prospects for improved 
traffic in the concluding months are excellent; 


@ The current dividend rate of St. Louis-San Francisco common appears to 
be reasonably safe, and there are good prospects for an increase in the 
Rock Island dividend rate when the directors meet next November. 


and St. Louis-San Francisco, it was 

thought wise to couple the two, be- 
cause they are practically dominated by 
the same interests, and the both to a large 
extent serve the Southwest. While Rock 
Island is generally regarded as a south- 
western line, and while the bulk of its net 
earning gains have doubtless come from 
this source, the fact remains that it is also 
strongly entrenched in the central West 
and Northwest. 


| discussing the status of Rock Island 


A Comparison 


Rock Island common stock is currently 
paying $5 per share yearly and selling at 
108 yields 4.6 per cent. St. Louis-San 
Francisco is paying $7 per share yearly 
and a quarterly extra of 25 cents, which, it 
was officially stated, would be maintained 
as long as Rock Island maintained its cur- 
rent rate. Thus the return on Frisco at 
112 is 7.1 per cent. The natural ques- 
tion concerning the wide disparity in yield 
arises. The answer is to be found in the 
fact that per share earnings of Rock 
Island are currently in excess of $15, while 
those of Frisco are around $12, and the 
factor of safety in Rock Island is greater 
because of a larger common stock capital 
structure. 

On the other hand, Frisco has large 
holdings of Rock Island common pur- 
chased for less than $60 per share, and 
it doubtless intends eventually to effect a 
merger with Rock Island. What the basis 
for this merger will be has never been 
made public, if it has been formulated. It 
is highly probable that a share for share 
exchange would be quite acceptable to the 
Frisco interests, but it is doubtful that 
the Rock Island stockholders would ac- 
cept that plan, due to the larger per share 
earnings and greater property value be- 
hind Rock Island. It is, of course, pos- 
sible that eventually Frisco will guaran- 
tee a dividend, and lease Rock Island on 
terms that might be more suitable than 
a share for share exchange. 

The foregoing, however, is for the long- 
er range future. What of the nearer term 
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prospects? Taking up Rock Island first, 
we find that after a very sensational gain 
in net in the early months of the year, 
there has recently been a marked decline. 
This decline is due to a smaller winter 
wheat crop, the aftermath of the flood, 
and larger maintenance expenditures. 
Rock Island has been a great beneficiary 
of the oil overproduction in the mid-con- 
tinent field, and this to a large extent has 
offset the smaller winter wheat crop. 
Now the road will soon be getting the 
benefit of the larger spring wheat crops 
in the central West and Northwest, and it 
appears highly probable that the conclud- 
ing months of 1927 will witness rather 
sharp gains in gross and net for Rock 
Island. 


By November, when the directors meet 





Underwood & Underwood 


Cd E.N. Brown, 


Chairman of St. Louis-San Francisco 


again for dividend action, it appears high- 
ly probable that a net earning situation 
will have developed which will justify a 
$7 dividend on the common stock. 

The $40,000,000 bond issue at 4% per 
cent just issued by Rock Island must be 
construed as a highly constructive develop- 
ment. In the first place it makes possible 
retirement of a short term debt with a 
substantially higher interest rate, in the 
second place, it provides for the refunding 
of the heavy maturities in 1934, and in the 
third place, it lays the foundations for 
making Rock Island bonds legal for sav- 
ings banks in New York. The fact that 
the road is able to do new financing on 
this low yield basis is a distinct tribute 
to its management and to its progress in 
recent years. 

A High Yielding Common 

St. Louis-San Francisco common is 
commendable because, with current return 
of slightly more than 7 per cent, it is by 
far the highest yielding of the rail com- 
mon stocks. Traffic has been somewhat 
below that of a year ago, but net earn- 
ings have held up well. President Kurn 
stated some time ago that to spend more 
on maintenance would be wasteful, indi- 
cating that the property was in excellent 
physical condition. Earnings, allowing for 
the increase in common stock brought 
about by the recent offer, are currently 
running at the rate of $12 per share, and 
as stated above, the road has an equity in 
Rock Island earnings amounting to about 
$3 per share. While the road has a poor 
balance between stock and debt, it must 
be borne in mind that the income and 
adjustment 6 per cent bonds are callable 
at par, and it would appear probable that 
common or preferred stock financing (or 
both) would make possible the elimina- 
tion of the funded debt with its high in- 
terest rate and thus bring about a capital 
structure in which there would be more 
stock and less bonds. 

The road is expanding rather aggres- 
sively and it is building a line to connect 
up with Pensacola, Florida, net earnings 

(Please turn to page 338) 
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Copper Stocks 
Emerge from 


- Slump 




















HE patience of those who have been 

holding the copper stocks in an- 

ticipation of their again coming 
into their own appears to be fast approach- 
ing the state of reward. Activity and 
strength in this type of security dur- 
ing the past week, which showed several 
reaching new high prices for all time, has 
not only directed favorable attention to 
them from a market standpoint, but has 
led to a better tone in the trade itself. 
There is little room for questioning the 
importance of such a necessary commodity 
when approaching an electrical era that 
does not know the bounds of nations, but 
that will be world-wide in its scope. 


The problems of the industry, like so 
many others, can be traced back to the 
war days. Adjustments became a neces- 
sity in meeting new and changed condi- 
tions. There are few, either in a position 
to or capable of summarizing the present 
situation more clearly than has Hamilton 
Brush, vice-president of the American 
Smelting & Refining Company, in charge 
of metal sales. In an interview granted 
to the Engineering & Mining Journal, he 
says: 


Hamilton Brush’s Statement 


“The late President Wilson, some years 
ago, once referred to a period of bad bus- 
iness as a psychological depression. Cer- 
tainly the mental attitude of both sellers 
and buyers of copper during the first six 
months of 1927 was about as depressed as 
it could be. The newly formed Copper 
Exporters, Inc., was not popular in Eur- 
ope; there was much talk of overproduc- 
tion and of declining consumption. All the 
bad points were emphasized and stressed 
and the good points forgotten or over- 
looked. 

“After the turn of the half year this 
psychology started to improve, particularly 
on the part of the sellers. The improved 
feeling soon communicated itself to the 
buyers, first in Europe and then in this 
country. The change seems to have been 
initiated. with the publication of the sta- 
tistics for the first half of 1927, followed 
almost immediately by several intelligent 
digests and interpretations of these figures 
that brought out the following: 


“First, in spite of supposed overproduc- 
tion and ‘decreased consumption, total 
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world visible stocks of copper which had 
been 393,000 tons on January 1, 1926, and 
412,000 tons on January 1, 1927, were ap- 
proximately 390,000 tons on July 1, 1927. 

“Second, of this total tonnage, almost 
70 per cent is continuously locked up in 
process and cannot be released unless cop- 
per is no longer to be produced. This 
quantity of copper in process is absolutely 
necessary. 


European Deliveries Increased 


“Third, while American sellers and buy- 
ers were looking fearfully at a reduction 
of 22,000 tons in domestic deliveries of 
copper during the first half of this year, 
they were overlooking the fact that Euro- 
pean deliveries of copper during the same 
period had increased by 58,000 tons and 
that the increase in total deliveries, there- 
fore, was running at a slightly higher rate 
than the increase in total production. 


“Copper is a world commodity; there- 
fore its position can only be judged by 
world statistics. Two other favorable 
factors may be added to these. 


“Fourth, although the European buyer 
is hardly yet willing to profess open 
friendship for Copper Exporters, Inc., 
there is discernible a steadily increased 
tolerance of the association. The buyers 
in Europe are beginning to feel that the 
association is trying to be just and fair; 
that it is not adopting an arbitrary stand, 
but is doing everything in its power to 
smooth out difficulties and minimize com- 
plaints. A very large tonnage of copper 
was sold by Copper Exporters at their 
lowest price level, and at each successive 
level established during July. 


“Fifth, while the Europeans during July 
were buying more copper than they had 
bought in any one month since Copper 
Exporters was organized, the domestic 
users of copper were buying sparingly. 
Figures published by the American Bu- 
reau of Metal Statistics reveal that the de- 
liveries of copper to American buyers were 
5 per cent less in the first six months of 
1927 than they were in the same period 
of 1926. On the other hand, figures of 
sales of copper assembled by Engineering 
& Mining Journal in connection with its 
quotational service show a decrease of 16 
per cent as compared with the same pe- 
riod of 1926. This seems to indicate that 





quite promptly either deliveries must show 
a material decrease or sales must show a 
material increase. 


“The best business and banking minds 
are looking forward to a good fall busi- 
ness. If they are correct, it will mean that 
deliveries will not decrease, and that there- 
fore sales must increase. 


“No doubt the modern tendency toward 
hand-to-mouth buying and low inventories 
is a sound one. However, if this policy 
has caused a shrinkage in the volume of 
buying recently, it is evident that present 
stocks in the hands of consumers must 
be at the minimum. The slack has been 
taken out. Already the price has advanced 
one cent per pound as a consequence of 
European buying and improved sentiment. 
It seems reasonable to expect that the price 
level will hold, and probably advance when 
stored-up domestic demand makes itself 
felt.” 


Future Not Discounted 


Readers of THE FINANCIAL WoRLD 
have become familiar with the weekly rep- 
etition of the recommendation given to the 
low cost, long lived, copper company se- 
curities as being in best position to benefit 
from improvement in the industry. It is 
fitting that first evidence of strength in 
these shares should be centered in such 
stocks as Kennecott, Cerro de Pasco, and 
Granby. With the improvement already 
registered in both the industry and in- 
dividual security prices, an indication is 
given of a turn for the better, but it can- 
not be said that a full and satisfactory 
discounting has been made for the longer 
range future. There are opportunities to 
be had among the red metal stocks of this 
class which still return an attractive in- 
come yield. With an outlook favoring 
further improved prices for copper metal, 
there is good reason for anticipating bet- 
ter earnings and an adjustment in market 
prices proportionately. 

It is not necessary to go beyond the 
low cost producing companies in adding 
copper securities to a sound list of hold- 
ings. There is sufficient diversification to 
be had among such stocks as Kennecott, 
Cerro de Pasco, Chile, and Granby and, in 
addition, attractive speculative possibilities 
in viewing their outlook. 
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\g Jewel Tea — 


An Unusual Record of Progress 


@ The economy and efficient operation exercised in de- 
veloping its earning power resulted in a complete 
clearing up of back dividends on the preferred stock; 


@ This stock, which was recommended in the December 
11, 1926, issue of THE FINANCIAL WORLD when it 
was selling at $45 a share, is now selling around $65 


a share; 


« The common is now placed in direct line for dividend 
consideration, which at the present rate of earnings 
allows for a payment that would return an attractive 


income yield. 


By WILLIAM J. HEALY 


HEN recommendation was given 

to the stock of Jewel Tea in the 

December 11, 1926, issue of THE 
FINANCIAL Wortp, with the stock selling 
at $45 a share, it was stated that “by the 
middle of next year the back dividends 
on the contrary, was in greater volume 
up and the way paved for common stock 
dividends before the close of 1927.” Not 
only has this been accomplished, but also 
the stock has shown a satisfactory reflec- 
tion of its improved position with a steady 
and consistent increase in price to a high 
of $6654, and is currently quoted around 
$5 a share. With payments of $7 each 
on the first of April and July the arrears 
on the preferred issue have been cleared 
up, thus placing the common in line for 
dividend consideration. 


Recent History of Company 


In viewing the progress of the company, 
F it is fitting to go back over the past few 
years to realize fully what has been ac- 
complished, and thereby more clearly un- 
derstand the possibilities in the future. At 
the close of 1924 there was an accumula- 
tion of $36.75 a share on the preferred 
stock, or a total of $1,337,700. This 
amount cleared off since that time would 
amount to more than $11 per share on the 
common stock. While these back divi- 
dends were being paid, the company was 
also reducing the amount of preferred 
stock outstanding from $3,650,000 to $2,- 
530,000. In 1922 the corporate surplus 
showed a net deficit of $1,033,681, which, 
in the latest report as of July 16, 1927, 
was changed to a surplus of $1,317,634. 
Cash and marketable securities at this 
same time stood at $499,459 and $1,029,- 
809 respectively. These figures in them- 
selves demonstrate the strength of the com- 
pany by comparison with total current lia- 
bilities of $887,343, and in contrast with 
total current assets of $3,663,519, a ratio 
of better than 4 to 1. 

The improvement recorded in recent 
years finds contrast with the experience of 
the company back in 1916-17 when over- 
€xpansion brought about the problem of 
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training an efficient personnel to utiliZe the 
facilities developed. The company was 
also confronted with serial note maturities 
and an awkward inventory position. In 
successfully coming through these experi- 
ences and by establishing its present favor- 
able position the future looks even brighter. 
Jewel Tea is a leader in the direct-to- 
consumer distribution of tea, coffee, and 
other staple groceries. The company also 
occupies a foremost position among cof- 
fee roasters and food product manufac- 
turers in the United States. The business 
is conducted through the medium of routes 
in and radiating from nearly all of the 
principal cities of the country. The main 
plants are located at Chicago and Hoboken 
with distributing branches at strategic 
points throughout thirty states. During 
the past year motorization of its eleven 
hundred routes was completed, and dis- 
tribution through retail grocers in the 
Brooklyn and Queens areas of New York 
City was successfully established, encour- 
aging an extension of this program. 


Developing Present Territories 

The company has found it more profit- 
able to concentrate and ‘develop its present 
territories rather than to expand into un- 
tried and often unprofitable ground. This 
is best evidenced by the steady improve- 
ment shown in the average weekly sales 
per route. During 1922 average weekly 
sales amounted to only $197.69, this amount 
rose to $241.87 in 1923, and during 1926 
it showed a further increase to $260.52. 
Toward the end of 1926 weekly sales per 
route averaged $300. In 1923 the net 
weekly profit per route was only $12.03, 
which in 1926 was almost doubled to $22.50. 
During the same period the turnover of 
stocks was improved from 6.61 times to 
9.50 times in 1926 with its attendant econ- 
omies and recorded improved earnings. 

In reporting for the 28 weeks ended 
July 16, 1927, the company showed net 
sales of $7,737,212 from which earnings 
of $568,468 were realized, or at the rate 
of $3.99 a share on the common stock after 
providing for current dividends on the 








outstanding preferred. This compares with 
$3.80 per share earned during the same 
weeks in 1926. While the sales of the 
company show little change from those of 
a year ago, this is explained by lower 
merchandise prices rather than by any de- 
crease in the volume of business which, 
on the contrary, was in greater volume 
than in the same period last year. Net 
income for the full year 1926 was equal 
to $8.89 a share on the common stock out- 
standing, after allowing for regular pre- 
ferred dividends. This compares with 
$4.87 a share earned in 1925. On the basis 
of the showing made so far this year, an 
estimate of $9 per share earnings would 
not appear excessive. 


In Line for Dividend 

The possibilities of dividend inaugura- 
tion on the common before the close of the 
year have been augmented by the complete 
clearing up of arrearage on the preferred, 
and a provision of this issue states that 
no dividend shall be declared on the com- 
mon until a surplus of at least $500,000 
shall have been earned and maintained. It 
further states that no dividend in excess 
of $6 per share can be declared until the 
surplus be at least $1,000,000. These re- 
quirements have both been complied with, 
and while the initial payment may not as- 
sume those proportions, the present rate 
of earnings would justify this considera- 
tion being given to the common stock- 
holder who has never received a return 
on his investment to date. 

In viewing the speculative possibilities 
over the long range future in Jewel Tea, 
the stock on that basis of $6 would afford 
a yield of close to 10 per cent at its current 
price of $65. On a more conservative basis, 
should inauguration be made at the rate 
of $4 annually, which would be doubly 
covered by earnings, the stock would then 
yield 6 per cent. Realizing earnings of 
$9 a share would be at the rate of 14 
per cent of the current price of the stock. 
Any further improvement greatly strength- 
ens the position of the common, there be- 

(Please turn to page 351) 
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Trend of Motor Car Sales 


HE figures used in the compilation of the charts below represent new passenger Car registrations 
T :n all States of the United States, as reported by months for the full year of 1926 (dotted line) 
and the first six months of 1927 (solid line). These figures do not include Canadian or foreign 
cars, nor do they include any truck and commercial vehicle figures. Individual charts are not directly 
comparable one with another except as to general trend, as a different scale is used on each chart. 
“General Motors (total)” includes Chevrolet, Buick, Pontiac, Oakland, Oldsmobile, Cadillac and La 
Salle; “Hudson (total)” includes Hudson and Essex; “Durant (total)” includes Star, Flint, and = 


Locomobile. 
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These reviews written as of Friday immediately preceding date of this issue 
The ratings used in this department are taken from Guenther’s Appraisal of Listed Stocks 





Miscellaneous Industrials 





American Bosch— 
Rating “D” 

American Bosch announced a profit of 
$80,000 in the first 6 months of 1927, com- 
pared with $244,000 in the first 6 months 
of 1926. 


American Home Products— 
Rating “B” 

The American Home Products Corpor- 
ation reported for the six months ended 
June 30, 1927, net profits of $601,249 after 
Federal taxes, equivalent to $2 a share 
earned on 300,000 no par shares of stock, 
comparing with $502,965 or $1.67 a share 
in the first six months of 1926. Consoli- 
dated income account for the six months 
ended June 30, 1927, follows: Net sales, 
$2,490,769; operating profit, $661,396; 
other income, $56,517; total income, $717,- 
913; depreciation, etc., $20,320; Federal 
taxes, $96,341; net income, $601,249. 


American Machine— 
Rating “B” 
Six months’ report of the American Ma- 
chine and Foundry Company showed a net 


profit of $722,335 after interest, deprecia- 


tion and Federal taxes and including the 
company’s proportionate interest in the In- 
ternational Cigar Machinery Company’s 
earnings. This was equal, after allowing 
for dividend requirements on 7 per cent 
preferred stock, to $3.63 a share on 180,- 
000 no par shares on common stock, com- 
pared with net profit of $431,117, or $2.20 
a share for the first half of 1926, 


Baldwin— 
Rating “B” 

Baldwin reached a new high price level 
during the past week despite the fact that 
current operations are between 10 and 15 
per cent of capacity, and no great improve- 
ment is expected during the balance of the 
year. A further decline in operation prob- 
ably would not prevent those in control of 
the situation from bringing about higher 
Price levels for the stock, if it were to 
their interest to do so. Fisher Brothers 
are reputed to be large holders of Baldwin 
stock, and their Investment Corporation is 
reported now to have assets of around 
$125,000,000, compared with approximately 
$25,000,000 in January, 1924. 
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Suvestiment 
Maxin 


HERE is a metal bril- 

liant as gold which can 
fool anyone not an expert— 
it is called iron pyrites or 
fool’s gold. 


HERE are securities 

outwardly just as de- 
ceiving—they look very good 
to the unexperienced invest- 
or, but they cannot fool the 
expert student of values. 
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Rating Changes 

Subscribers should revise ratings 
according to the following changes 
in order to bring their Guenther’s 
Appraisals ratings up to date: 
Amer. Ag. Chem. .................... D toC 
Am. Brown Bov., pfd.............. CtoD 
Am. Hide & Leather, pfd. ........ DtoC 
SS nee AtoB 
Pom Lnpeet, pith. icici... DtoC 
Amer. Piano, gid. .................... BtoC 
pL 6: eae A toB 
Aen ere BtoC 
pS Se rere eee eee CtoB 
Century Ribbon, pfd. ................ CtoB 
EN RE eerie eee BtoC 
Manati Sugar, pfd. .................. BtoC 
I WIN So isnscits sciccacaceas os BtoC 
I oo iscsintssdccccrelmaanen BtoC 
8 een BtoA 
Yetow Truck, pid. ................. BtoC 




















Electric Power & Light— 
Rating “C” 

Electric Power & Light showed a net 
equal to $1.91 a share on the common 
stock in the 12 months ended June 30, 1927, 
compared with 92 cents a share for the 
previous 12 months. Following publica- 
tion of these earnings the stock advanced 
rather sharply. It is understood, however, 
that a substantial portion of increased 
profits is of non-recurring nature. 


First National Stores— 
Rating “B” 

First National Stores reported 56 cents a 
share earned on the common stock in the 
second quarter of 1927, compared with 62 
cents a share in the corresponding quarter 
of 1926. The decline is largely due to 
smaller non-recurring profits. 


Fleischmann— 
Rating “A” 

Fleischmann, which was constructively 
analyzed in a recent issue of THE FINAN- 
CIAL WorLD, reached new high ground dur- 
ing the past week, and a newspaper report 
states that the Government shipped a large 
quantity of yeast to the South for use of 
pellagra sufferers. 


General Motors— 
Rating “A” 

General Motors reached a new high price 
level for all time during the past week. 
Trading in the old stock and new, when 
issued, stock is in extremely large volume. 
Doubtless a great deal of arbitraging is 
being done through sales of new stock and 
purchase of the old, as there is a spread 
of several points between these issues. 
However, when interest charges on carry- 
ing the old stock are figured up, there does 
not appear to be very much profit in an 
operation of this character. The company 
made public its balance sheet as of June 
30, 1927, which for the first time showed 
total assets in excess of one billion dol- 
lars. Cash on hand amounted to $151,000,- ~ 
000, compared with $118,000,000 at the 
close of 1926. Earnings for the half year 
to June 30 are equivalent to $14.35 a share 
on the common stock as compared with 
$11.56 a share for the first six months of 
1926. 


Goodrich— 
Rating “B” 

Among the rubber stocks Goodrich has 
been strong, doubtless in reflection of earn- 
ings of $7.58 a share in the first half of 
1927. It is expected that earnings of the 
entire year will be three times the current 
$4 dividend rate. 

(Please turn to page 342) 
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Position of the Bond Market 
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THE WEEK IN BONDS 
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Edited by RICHARD J. ANDERSON ’ 
N spite of the absence of buyers, the offering of Commonwealth of Australia 5 new offering sold “when issued” through- ) 
| bond market continued firm through- per cent external gold bonds,'‘due 1957, was out the day at 98. I 
out the week aided by continued easy made by a syndicate headed by J. P. Mor- The other large issue of the week was \ 
money. The general dull characteristic of gan & Company. These were offered at 98 one of $40,000,000 by the Chicago, Rock t 
market was brightened by gains in the to yield over 54 per cent to maturity. This [sJand & Pacific Railroad. The bonds an | 


convertible issues, Delaware & Hudson 5s, 
Brooklyn Union Gas 5%s, and Julius 
Kayser 5%s being the features, with the 
latter issue touching a new high of 102% 
on Wednesday. There was good demand 
for French 7s, which did not slip far from 
their high for the year of 106. High grade 


is the first Australian borrowing since the 
formation of the loan council instituted to 
take care of public borrowing, the various 
states having agreed to borrow only 
through the Commonwealth. The bonds 
are callable only after September 1, 1947, 
at 102 and after September 1, 1952, at 100. 


secured 4% per cent, Series A, due Sep- 
tember 1, 1951. They are priced at 95 to 
yield 4.85 per cent. They will be specific- 
ally secured by the pledge of $45,000,000 
of Chicago, Rock Island & Pacific Railway 1 
first and refunding mortgage 4 per cent 
bonds, due 1934. The trust indenture pro- 
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investment rails such as Canadian Pacific The proceeds are to be used for develop- _. . t 
; ‘ : vides that no first and refunding or any 
4s, Atchison general 4s, and Burlington 4s ment of public works and payment of oe i 
: . : . . other prior lien bond will be extended, and 
held firm with few transactions recorded. maturing debt. The issue was quickly ; : 
The chief interest of bond buyers was taken by dealers and activity was noted that on maturity of the first and refunding 
in the two $40,000,000 issues, which made throughout the day in Australian 5s, 1955 bonds which are pledged, the railway com- 
their appearance last week. The first, an and New South Wales 5s, 1957-8. The (Please turn to page 341) ‘ 
1 
I 
] 
Bonds Called This Week 
(Except in the case of entire issues called, amounts called of less than $10,000 are not included) ‘ 
Amount Call Date ¢ 
Name of Issue Called Price Payable 
Aare aes 2 Ee BU, BORT ksi ce cnsecaninceneénn dees cose Entire 105 July 15, 1927 
mentord acy, Ve: Betis Gee Diag 2, ARES os iwsvviccswenesicneees 60,000 100 Sept. 3, 1927 
Perea AAS Gas OE) RE. SAGE BREE ack 6 vice 06506 656s 6b S ie wiviccwee sees 320,000 100 Oct. 1, 1927 
Burlington, Wash., iocali improv. district .....ccccvvecssvevesece 10,000 100 Aug. 20, 1927 
Camden Shore Apts. 16t. Ber. TS, TORE-BE .ncccvccevecsersevscorveene Entire 103 Oct. 1, 1927 
ge Ee a ee a ee eee ee Entire 105 Oct. 1, 1927 
Cincinnati Gas & Elec. pr. lien & ref. A 7s, 1961 ...........c000. 174,000 110 Oct. 1, 1927 
Continental Gas & Biec. ret. wer. A, Ge. BOAT .cccccvccvvccsecvcvecs Entire 107% Oct. 1, 1927 
Connelsvilise & Monongahela By. lat 66, 1980... ccccicecvcscvsensess 51,000 100 Sept. 1, 1927 
Cronden Shore Apts. Ist wer. Te ASEEBS 2. scccwvcwcsowoerscveses Entire 103 Oct. 1, 1927 
Ennis, Texas, high sch. series No. 1 and 2, 5s, 1956 ............ 80,000 100 Sept. 1, 1927 
cn; nn Sl i Ce. oo. . ces ba eke ee wees wb Wawel 6 bees m wwe 30,000 100 Sept. 1, 1927 
Fullerton-Crawford Bldg., 1st ser. 7s, 1928-32 ..........2ceeeees Entire 103 Sept. 10, 1927 
Hentineton: Water Wes Gd. Det. Ba. ADEE. 2cecviccvncnccesccvecwees Entire 105 Sept. 1, 1927 
lly eet Ae, SE DR, BRB ED é cncien dno 0 0:56 0.00:00.00'9:0:0.0.00 600 Entire 105 Sept. 15, 1927 
Lea <Albert) Farms Co., Ist 73a, 1930 ..cccccccccvccccscvccscecs 30,000 103 Oct. 1, 1927 ; 
EAROOIN,: FIOD., TOL. BILE BRETHKSS oc n ccs oc sass senncerescisecsevee Entire 100 Oct. 1, 1927 
Lindsay, McMillan Co., list ser. 6%s of 1922 40,000 102 Sept. 1, 1927 3: | 
SE. sg 1 ROO . 0 655s 50.65 ONS oo $6 05 O48 6.45 06 0H 0.000048 608 OSE” Entire 100 Oct. 1, 1927 
ee ee eee ee ee et eee ree eee eee ee Entire 103%. Sept. 15, 1927 , 
Ontario Pulp & Paper Co., Itd., let o.f. 6a, 29BL .nccccevccvcsers 68,900 110 June 1, 1927 
Page-Hersey Tubes, Ltd., Ist o.f. Ga, 1946 ....cccccccscccccccccs 800,000 105 Nov. 1, 1927 ; 
POGRRORtaS CORD. BE, BES olen n. 0:00.60 65 00 Buried 80 46s ed dees enseenens 177,000 102. Sept. 9, 1927 
St. Cloud Public Service Ist 6s amd 88, 1934 ....ccccccccccccscvceces 48,000 103 Nov. 1, 1927 
Ranta: Pe. freer. OF), ORE... Fe, BOSS. ok se os 5.00 00:00 6:60 6'5.9 0002 ote 175,000 100 Sept. 1, 1927 
Sante Ama Guger ©Co., Ist 2.F; BS, LOSE .ncccvecsvvecsvevesscssesese 334,000 100 Sept. 15, 1927 
Biate Mhlephone (6; OE Wis, 26t A, Be, BOR .occacscccemessnnsccas Entire 105 Oct. 1, 1927 HF | 
Shoreland Terrace Apts., Ist 7m, 19ZZ ..cccccccccccccccsecccccvers Entire 100 Nov. 1, 1927 =: 
Stearns Liskting & Power Cod., 88, BOSL .ccvccvssesccccsscvesess Entire 105 Sept. 1, 1927 
United Blectric Ldeght, Tat A Gh, 2OEG .ncccccccvccvcecscccesccseres Entire 104% Oct. 1, 1927 
United Stores Realty Corp., deb. 6, 1942 ...cccccccccscccccvccees Entire 105 Oct. 1, 1927 
Virginia Ice & Freezing Corp., bonds of Mar. 15, 1921 .......... Entire 101 Sept. 15, 1927 
Warn River Go. 2er.. SP. CE, SPSS onsen se 00000 se sees 08's Entire 102% Oct. 1, 1927 
Wabash Portland Comment Co., 66, 1926-38 o.oo cccccccccccccscsese 300,000 101 Sept. 15, 1927 
Wittiamns (300.), Bat Tonk. Ost. GE, BDBE .ncccccesccrccwvseosensivns 25,000 100% Sept. 1, 1927 
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By LOUIS GUENTHER 


One of our noted economic diag- 


Feeling nosticians, noticing certain super- 
Prosperity’s ficial symptoms in prosperity, con- 
Pulse cluded that it shows signs of fatigue 


not at present serious, but what 
could become so, he points out, providing certain “ifs” 
turn into facts. 

The symptoms that this economic authority cites are 
increasing supply of capital, recessions in earning power 
by an increased number of corporations, increased un- 
employment, continuation of hand-to-mouth buying, an 
estimated smaller harvest, increased factory and busi- 
ness space for rental, and declining interest rates. 

If we review the trade conditions of the past three 
years, it will be noted that these same symptoms have 
had the habit of developing during some part of each 
year, It could have been also said that they indicated 
that prosperity was showing signs of becoming tired, 
but at the end of the year, when the country counted 
in dollars and cents what its business amounted to, it 
showed that prosperity was a very healthy party. 

The fact that a man’s blood pressure increases does 
not always mean that he has hardening of the arteries 
no more than a sharp pain in his head or in his chest 
tells that apoplexy or heart disease is lurking about. 
Men can feel tired because they have run too fast, yet 
that does not mean they are bordering on nerve ex- 
haustion. Already there are signs that trade is re- 
covering from its seasonal recession. The estimated 
increase of a billion dollars in value in the nation’s 
harvest is a powerful tonic which should restore vital- 
ity to prosperity. 

We cannot expect super-prosperity. Prosperity has 
already reached such a high level that we can be well 
satisfied if it can be maintained on this basis. 


What has happened recently to 
some of the pools in highly specu- 
lative stocks: reminds one of what 
happened to those who thought 
they were cheating other people, as 
portrayed in the play, Cheating Cheaters. The cheaters 
finally found out that the. only ones they cheated 
were themselves. These pool manipulators, thinking 
they could fool people into believing their specialties 
should sell at prices that securities with excellent earn- 
ings commanded, discovered (when they attempted to 
cash in on this delusion) that they had been fooling 
only themselves. It turned out to be a very expensive 
sport. 

The American public has become too intelligent to 
act the goat in large enough numbers to make such 
Operations profitable. It has even become so clever 
at these tricks itself. that, before the pool manipulators 
realize it, the public has slipped out at a profit. Pool 


Fooling 
Foolers 


organizers must buy back stock to maintain an artificial 
market and produce the activity which they rely upon 
to fool the public into believing that high prices repre- 
sent an expression of increasing intrinsic value. 

Incidentally, the misfortune that has befallen cer- 
tain pools belies the general impression, namely, that 
it is the public who loses most from this kind of spec- 
ulation, and that the insiders are immune from such 
losses, because they are supposed to have access to 
more sources of reliable information. In the recent 
sharp breaks in the market it was not the public that 
was caught so much as the pool operators whose 
inflated securities the public refused to take off their 
hands. 

The fooling foolers of the stock market have had 
a good lesson taught them. 


If we were to count among our 


Reason population the extremists that call 
Alone themselves reds, bolshevists, an- 
Prevails archists, or communists, for as such 


must be regarded those who think 
and advocate that a constituted government should be 
overturned by force instead of by a peaceful change in 
public opinion, they would not form in number more 
than a beggar’s guard, and a measly one at that, com- 
pared to the populace opposed to them. 

Only on account of their ability to raise a din do 
they excel in attracting attention. Yet, one frog in a 
pond by the noise it makes can make you think the 
pool teems with frogs. We have just passed through 
such a pandemonium of sound in the Vanzetti and 
Sacco case, but all the noise they raised could not 
force the majesty of the law to bow to sentimental 
hysteria. The altering of its conclusion could only be 
effected by an appeal to reason. That is the only 
tribunal a government of the people, for the people 
and by the people can properly submit to. 

Going a step further in an investigation of the source 
of this latest outburst of violent preachment against 
the Government by a very small minority, it leads to 
the discovery that it emanated mostly from aliens and 
newly created citizens who have not yet fully tested 
the benefits conferred upon them by a republican form 
of government. Before they even have tasted this 
fruit, before they have had a chance to tell whether 
it is sweet or bitter, they rebel against it. 

They suffer under the same delusion the hound does 
who protests by baying at the moon without knowing 
what it is all about. They talk, they rant, they froth 
with anger, but without effect upon the great mass of 
the American people, whose faith and hope for a bright 
future is too firmly rooted in our soil of liberty to 
have it shattered by promises of Utopia, which, 
wherever tried, has proved but an empty dream. 
































q| Isaac Silver— 


lwo Curb 


q Adolf Gobel— 


tock Speculations 





@ One of the smaller 
of the rapidly 
growing general 
merchandise 
chains which ap- 
pears to be in line 
for increased 
earnings and pos- 
sible dividend in- 
auguration. 


’ ; NHE speculator who confines his op- 
erations to stocks listed on the Big 
Board is not taking full advantage 

of his trading privileges. Many stocks on 

the Curb representing sound companies 
eventually graduate to a listing on the New 

York Stock Exchange, and prior to that 

time they frequently offer speculative at- 

tractiveness because of the lack of knowl- 
edge of the values behind them. 


The following discussion of two such 
Situations are representative of typically 
American imstitutions, the five and ten cent 
store and the “hot dog,” both of which 
enjoy unusual popular favor in this coun- 
try, and have had an unprecedented growth 
in recent years. In a consideration of 
earning prospects, and the possibility of 
dividend inauguration within the current 
year, both of these stocks appear to offer 
attractive speculative possibilities at cur- 
rent prices. 











We own at all times 
an extensive list of 
municipal bonds, and 
shall be glad to send 
descriptive circulars 
to investors upon 
request. 


Ask for Circular S-11 


Harris, Forbes & Co 


Pine St., Cor. William 
NEW YORK 


Uptown Office 
475 Fitth Avenue 






































By A. WESTON SMITH, JR. 


From time 


to time THE FINANCIAL 
Wor.p has selected well managed chain 
store companies that appear to be. under- 
valued compared with earnings. One of 
the most recent of these analyses was on 
the stock of F. & W. Grand, which was 
recommended in the May 25th issue when 
the stock was selling around $72 a share. 
This stock has since advanced to a high 
price for the year of $98 a share, and it is 
now quoted around $96. 


ISAAC SILVER & BROTHERS 


Preliminary reports indicate that Isaac 
Silver & Brothers stock is selling out of 
line at the present time with probable earn- 
ings for the current year. According to 
Vice-President Newman Silver, in a state- 
ment recently issued, earnings for the full 
year of 1927 will show between $3.50 and 
$4 a share on the outstanding 100,000 shares 
of no par common stock. This compares 
with $2.36 a share last year. Taking $3.50 
as the probable earnings for the year, the 
stock currently selling around $44 a share 
would be earning about 8 per cent of its 
market price. This contrasts with sim- 
ilar chain store stocks which are currently 
earning around 5 to 6 per cent of their 
market price. On this basis, Silver ap- 
pears to be out of line with similar chain 
store stocks. 

The present company, Isaac Silver & 
Brothers, is a direct successor of a part- 
nership formed in 1907, which operated 
one store in Sylvania, Georgia. From this 
single unit, the chain has gradually grown 
to 22 units situated in 19 cities in 9 states. 
This implies that the company enjoys geo- 
graphical diversification, which means that 
it should not be seriously affected by a de- 
pression in any one particular section of 
the country. 

Of the 22 store locations above, two 
have been opened since January 1, 1927, at 
Norfolk, Virginia, and Macon, Georgia. 
Another store at Wilmington, Delaware, 
is about completed and will be opened be- 
fore September. Although only a total of 
3 stores will be opened this year, Silver is 
doing a large amount of improvement work 





@ One of the largest 
prepared meat 
manufacturers op- 
erating in the 
metropolitan dis- 
trict, which is ina 
position to profit 
from the increas- 
ing popularity of 
the frankfurter. 


J RRA 


sha 
Piers Paty 





on existing locations. It has adopted a 
most conservative policy in expansion, de- 
voting much attention to the standardiza- 
tion of its present stores. 

The program for 1928 calls for the 
opening of 5 stores, two of which, located 
in Richmond, Virginia, and Chester, Penn- 
sylvania, will be ready for operation in 
February. Future expansion is expected 
to carry the company more into the mid- 
dle West, as 50 per cent of the Silver 
stores are located in the South, the rest 
are in the East and extend as far north as 
New York. 


Increased Sales Probable 


Combined sales for the chain for the 
entire year of 1927 are expected to approx- 
imate $6,000,000, according to official esti- 
mate. This would compare with $4,785,- 
304 in 1926 and $3,939,032 in 1925. As is 
indicated in the tabulation below, business 
for the first seven months of the present 
year has shown a 25 per cent increase over 
the same period of 1926. With the latter 
months of the year ahead, including the 
Christmas holiday season, Silver officials 
believe that they will experience little dif- 
ficulty in reaching the $6,000,000 mark 
for the year. Stores which went into op- 
eration toward the close of 1926, as well 
as the two new locations opened this year, 
are turning in increasing sales, and all in- 
dications are that the best year in the com- 
pany’s history will be enjoyed. 


COMPARATIVE MONTHLY SALES 





Months: 1927 1926 % Gain 
January ..... $280,776 $216,829 +29.4 
February ..... 311,008 237,641 + 30.7 
March ...... 388.393 298,458 + 30.2 
oS ws 465,039 342,109 + 35.9 
ON gig ar) 409,927 346,051 +18.5 
BAERS osu icia ess 430,411 329,133 +30.7 
Pe Ban ake 414,846 367,355 +13.0 

7 months... $2,700,400 $2,137,576 + 26.1 


LAST YEAR’S FALL RECORD 


Months: 1926 1925 % Gain 
August ...... $314,299 $248,470 422.2 
September 372,695 247,513 +51.6 
October’ ...... 511,187 392,132 + 30.8 
November .... 479,809 353,391 + 35.9 
December .... 950,930 731,080 +30.0 





NOTE: Last year’s fall record is given to 
show the effect of the Christmas holidays 
upon sales. 


(Please turn to page 337) 
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q Engineers Public Service— 


An Attractive Preferred 


@ This company since its inception in 1925 has grown rapidly 
under Stone & Webster management, and at present it con- 
stitutes a purchase among utility preferreds; 





RECORD OF 
INVESTMENTS 


This loose leaf binder 


ff imple method 
@ It is listed on the New York Stock Exchange and enjoys a see eies iakll 


high degree of marketability ; 


of keeping your person- 
al property accounts. 
Separate sheets for— 


@ With a yield of 6.66 per cent and with its dividend covered 


three times for the year ended June 30th, this stock seems 


‘ ; Summary of Income 
to be an attractive investment. 


Bonds 
By JAMES B. JOHNSTON, Jr. Stocks 
PUBLIC utility preferred stock of year control was secured of the Eastern Mortgages 
A investi grade selling to yield Texas Electric Company, which does an Insurance 


over six and one-half per cent, and 
having first class marketability by virtue 
of being listed on the New York Stock 
Exchange, is becoming increasingly hard 
to find. However, Engineers Public Serv- 
ice cumulative $7 preferred selling at $105 
to yield 6.66 per cent comes within those 


electric light and power business, and in 
some cases furnishes transportation, gas, 
and heat, to a section of southeastern Texas 
and southwestern Louisiana and several 
groups of towns and cities in Nebraska, 
Missouri, Wyoming, and Colorado. 


In the same year control of the Savannah 


Ask for Folder NC-1 


requirements. The rapid progress which ; A.B. Leach«Co., Inc. 
hi E Ping sahaciiien hi, Electric and Power Company serving the 57 William St., New York 

. o a nas = nee y - city of Savannah and adjacent towns was . So. La Salle St., Chicago 
tering the position of this stock, which at Jocured. In ie. 200k. contend ob: he 39 So. La e St., cag 
this time reuns to be selling at an at Baton Rouge Electric Company was ac- Boston Philadelphia — 
tractive price compared to other public enieuk: Gi: sons: sateen: “ilk: tree St.Louis § San Francisco 


utility preferreds of similar grade. 


The company was incorporated compara- 
tively recently, in 1925, as a holding com- 


portation, light, power, and gas the city 
of Baton Rouge and five other communi- 
ties near it. This unit of the company is 
























































pany to control through stock ownership but about sixty miles east of the eastern 
public utility operating companies. The end of Eastern Texas Company’s trans- C °,¢ l 
first acquisition was the Virginia Electric mission system thereby offering the possi- L \ ritica 
& Power Company, which furnishes di- bility of further economies in the future P “ d! 
rectly and through subsidiaries electric through interconnection. er1oa. 
_ and eae transportation, gas, — The total population served by the sys- Stocks up— or down? 
| Se ee me t Nagy, tem with light and power is 1,176,100. The 
. eee a : cng ro gage h wt generating capacity totals 259,769 K.W., Stock market averages show 
N o iy = on ag reps d ser ’ with a possible electrical output of 637,- a recovery of practically all 
: orfolk, Portsmouth, and Fredericksburg. 473 693 K-W.H. Of the total earnings, the ground lost in the recent 
The next acquisition was the Key West after maintenance and operating expenses, ane What does this indi- 
; Electric Company which furnishes Key the revenue from electric light and power cate 1 New ayaa nah 
' West, Florida, with electric light and power service made up 66 per cent, transporta- st be es Pon d ‘i o > 
‘ and transportation. These two companies tion 21.9 per cent, gas 4.8 per cent, and iain y Grastic cechines* 
were acquired in 1925. In the following heating, ice, water, etc., 7.3 per cent. Gross Profits accumulated over 
, months of careful operation 
; Coes: 3 often are wiped out with 
: Ay) Ee F amazing speed, through one 
| ee teas sill error of judgment. 
F Vow 8 SUR er age 
H ae A wousi(woranal IW What action now? Should some 
' pe " eetae J eh 93225 classes of securities be held and 
: be & “eee and others sold? Should new 
in } ise | | uissouel ee gat Js SSR De committments be incurred? Ac 
4 es ‘inte H :* a ae ee ae least—at this time—get an auth- 
7 | ee serge a SO Yoo ae ee gaeee™ Ey oritative opinion. Consult 
. i Pag \ " I lied fa ee Brookmire’s. The coupon will 
t NE a ee ae owe, ar, sout® z bring a complimentary copy of 
).1 j ites. ane? . aroun} a our latest bulletin, analyzing che 
3.0 \ bi position of the market, advising 
7 p ° what action is best now. 
| ° BROO IRE 
un , a ECONOMIC SERVICE INC 
+ ° . 570 Seventh Ave., New York 
_ 7 ‘ Be = Send me a copy of Bulletin F-206 
5.9 - wy TerriTORY SERVED Q _ 
0.0 * SUBSIDIARY COMPANIES ip 
sos ‘ 4 ENGINEERS PUBLIC SERVICE COMPANY < 
to Bnew . \ So een SOA TS ; 
ays ; Tages ° Sanamnane CLECTRICG POWER COMPANY ea Pe 
35 
rid August 31, 1927 3 




































































earnings for the year ended June, 1926, of 
$24,847,537 increased to $28,306,109 for the 
year ended June, 1927, a gain of about 14 
per cent. Net earnings applicable to the 
$7 preferred stock of Engineers Public 
Service increased from $4,877,134 to $5,- 
883,911, a gain of about 21 per cent, show- 
ing an increase in net at a greater rate than 
in gross, which reflects the favorable re- 
sults obtained by the management in han- 
dling the consolidated properties. Reduced 
to earnings per share on the preferred a 
very favorable trend is shown: 








— swift as the click yee 
of a telegraph key —  & ee 


Per share pfd.... $15.97 $17.44 $18.88 


N THE day-to-day operation of National City investment A sang the year of a the sub- 

machinery a constant stream of orders, trades, market EAS Se CY SANE SEY Eat 

apa : factory progress. The Virginia properties 
quotations, financial information for customers, flashes across 


: : ; showed an increase of 18.4 per cent in gross 
11,000 miles of private wire connecting National City offices eet ties eines wk. he cen wate 


in America’s leading cities. by this group has been extended during 
the year and now a major portion of all 


INveEsToRS from every walk of life in every section of the is atacesle anette Seah annie alt tite. 


country invest through The National City Company because water Virginia and North Carolina about 
it is equipped to render as prompt and dependable investment 190 miles in length is furnished by En- 
service to those in the investment outposts as to those in in- gineers Public Service subsidiaries. One 
vestment centers. Its fifty offices in almost instant touch with hundred and fifty new miles of transmis- 


sion line was added to the system compris- 
ing about one-half the item of $5,985,000 
for addition to plant during the year. In 
the barriers of distance. the territory served by the Eastern Texas 
Electric Company extensions were made 
into an agricuitural section of Louisiana 
Our experienced bond men will analyze your present with excellent potentialities, and a new 
holdings or help you select additional investments. power station of 25,000 K.V.A. on the 
Neches River near Beaumont was put into 
operation. The gross earnings of the 
Savannah company showed a 14 per cent 
increase over the preceding year and the 


The National City Company growth of business necessitated the in- 


stallation of a 15,000 K.W. steam turbo- 
Head Office: 55 Watt Street, New York sciiaiiias: sabia ie'diip-miaeae abies 


each other and with the great financial centers form an invest- 
ment network covering the country and effectively removing 


Uptown Office: 42Np STREET AT MADISON AVENUE i 
p fh New Franchises 






New transportation franchises were. se- 
cured together with ordinances for re- 
routing, improvements, and fare adjust- 
ments in Richmond, Norfolk, Portsmouth, 
and Petersburg. The State Commission 
has authorized the new fare schedules pro- 























































































































vided in the above mentioned franchises 
and ordinances. This accomplishes a sat- 
isfactory arrangement of the franchises of 
shortest existence, the balance having a 
duration of more than fifteen years. The 
operating subsidiaries are under the well- 
known management of Stone & Webster, 
Inc., who have been very successful in 





E extend the facilities of 
our organization to those 


desiring information or reports this field. 
= Compasses with which we The capitalization of the Engineers Pub- 
are identified. 


lic “Service Company consists of 400,000 
shares of $7 cumulative preferred of which 
there are 305,018 outstanding in the hands 
of the public, and 1,500,000 shares of com- 
mon, of which there are outstanding and 


Electric Bond and Share Company reserved for delivery under allotment cer- 








(Incorporated in 1905) tificates and issuance under warrants 978, 

. . 938 shares. Bonds of subsidiaries are the 

Paid-up Capital and Surplus, $100,000,000 only funded debt, and these amount to 

Two Rector Street New York $63,425,800, or about 45.7 per cent of the 


total capitalization of the company, a con- 
servative proportion for a public utility 
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holding company. Preferred stocks of sub- 
sidiaries amount to about 16.7 per cent. The 
$7 cumulative preferred is entitled to divi- 
dends at that rate before the common 
stock, and has preference to 1t as to assets 
to the extent of $100 in involuntary and 
110 in voluntary liquidation. The stock is 
callable on thirty days’ notice, all or in 
part at $110 per share. The common is 
vested with entire voting power, except in 
event of the passing of preferred divi- 
dends, in which case the preferred holders 
are protected, as they are in regard to the 
jssuance of further issues of preferred 
stock of equal standing or of senior prior- 
ity. Dividends have been paid on the pre- 
ferred stock at the rate of $7 annually, 
$1.75 quarterly since October, 1925. 


The preferred seems to present an at- 
tractive investment issue at a price yield- 
ing 6.66 per cent with the possibility of an 
increase in value of five points before 
reaching its call price. It is an issue of 
a conservatively capitalized company un- 
der sound management. It is in a position 
to expand still further with the dividend 
already covered three times by earnings 
and the prospect of this margin materially 
increasing over the coming year or so. 








Two Curb Speculations 
(Continued from page 334) 

















The present capitalization of the com- 
pany consists of $500,000 of 7 per cent 
cumulative convertible preferred stock 
and 100,000 shares of no par common stock. 
The company has no funded debt author- 
ized or outstanding. The preferred is call- 
able at 115, and is convertible to and in- 
cluding August 1, 1928, at the rate of 14% 
shares of common for each share of pre- 
ferred. For this purpose the company has 
authorized and reserved 13,334 shares of 
common for conversion of the preferred. 
Dividend requirements of the preferred 
have been earned by a substantial margin 
since issuance, and this stock, which is 
selling around 100, may be regarded as an 
attractive business man’s investment, in 
view of the conversion feature. 


Dividends have been paid regularly on 
the preferred since the stock was issued 
in 1925; but no: dividends have been paid 
on the common ‘due to the fact that earn- 
ings are being constantly plowed back into 
the business in the form of new stores, 
which are rapidly increasing the assets and 
earning power. It seems probable, how- 
ever, that some action will be taken on 
the dividend within the not so far distant 
future in view of increasing earnings and 
equities. 


It may be recalled that Silver was one 
of the companies that was mentioned in 
connection with the merger of seven gen- 
eral merchandise chains. It is understood 
that the officials of the various companies 
are at present working with the bankers 
on the plan, and a statement may be ex- 
pected within a few months. 


With the present management (which 
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has been identified with the company since 
its establishment) continuing in control, 
there are apparent indications that the pres- 
ent trend of profits should be steadily up- 
ward, This increase should be reflected in 
market prices over a reasonable period of 
time. 


ADOLF GOBEL 


The second of the situations, Adolf 
Gobel, Inc., also appears to be undervalued 
at current prices of around $68 a share 
when a proper consideration is given to the 
immediate future prospects and earnings 
that are indicated. This stock has been 
unusually active since the announcement 
that the Gobel company had acquired a 
controlling interest in George Kern, Inc., 


which was purchased out of surplus 
money. 


Gobel meat products have become fa- 
miliar in recent years in the metropolitan 
district of greater New York where the 
company has concentrated its activities 
principally. More than 60 different food 
products are made and sold under the 
Gobel “Quality First” trademark, includ- 
ing dressed pork products, boiled and 
smoked hams, bologna, sausages, and 
frankfurters. The increasing popularity 
of the frankfurter, the so-called “hot 
dog,” has accounted for a large portion of 
the company’s increases in sales in the 
past two years. This product is sold to 
thousands of small stands, and, in addition, 
it is sold through the Nedick orange drink 
chain which now has a total of 135 stores. 


An indication of the company’s intention 
to capitalize upon the popularity of the 
frankfurter is seen in the recent announce- 
ment that Gobel has recently appointed a 
large advertising firm as counsel to con- 
‘duct an advertising campaign that will be 
devoted primarily to this product. 


Sales in recent years have shown a grad- 
ual and consistent increase from $7,052,- 
262 in 1921 to $8,251,609 in 1925. For 
the first six months of 1926, sales of $4,- 
306,256 were reported. Since this latter 
report, sales figures have not been dis- 
closed. It is estimated that sales for the 
current year will approximate $10,000,000. 


The most recent earning statement for 
the six months ended June 30, 1927, showed 
earnings on the common stock of $3.37 a 
share. This compares with $1.25 a share 
for the same six months of 1926 and 
$2.09 a share for the half year period 
ended December 31, 1926. The earnings 
of: $3.37 for the first half of this year do 
not reflect the unusual summer demand for 
the company’s popular product, the frank- 
furter, and taking this factor into consid- 
eration, it appears that earnings for the 
full year of 1927 should be between $7 
and $9 a share. 

Neither do these earnings include the re- 
cent acquisition of control of George 
Kern, Inc., 51 per cent of the stock of 
which was acquired in July of this year. 
The interest in Kern was purchased by 
Gobel out of funds on hand for probably 
around $200,000. It was stated at the 
time that it is not the intention to merge 
the two companies. 

George Kern, Inc., is engaged in a bus- 
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iness similar to that of the Gobel com- 
pany, but serves a slightly larger territory, 
extending from Pennsylvania to Massa- 
chusettes. Sales for 1926 were equal to 
$7,786,219 compared with $4,966,747 in 
1925. In spite of the unusual increase in 
sales in 1926, Kern failed to earn its pre- 
ferred dividend, mainly because of in- 
creased costs and expenses as a result of 
the condition which was prevalent in the 
packing industry at that time. In view 
of Gobel’s increases in par share earn- 
ings during the current year, it is likely 
that Kern will also enjoy better earnings. 
This may mean dividends on the Kern 
stock, which, of course, would add to the 
earnings of the Gobel stock. 


The present capitalization of Adolf 
Gobel consists of $800,000 7 per cent cu- 
mulative convertible preferred stock and 
51,000 shares of no par common stock. 
The funded debt outstanding consists of 
$700,000 6 per cent 10-year sinking fund 
gold notes, due September 1, 1936. These 
notes are being retired at the rate of $50,- 
000 each year. The preferred stock is 
callable at 115 and convertible into com- 
mon at any time at the rate of 3 shares of 
common for each share of preferred. For 
the purpose of conversion the company has 
24,000 shares of common stock. The pre- 
ferred is selling in the unlisted market at 
corresponding prices in view of the con- 
vertible feature. The market price of the 
common is around $68 a share, and over 
the longer range future the indicated im- 
provement and expansion should allow the 
stock to command better prices and, in 
addition, the possibility of dividend in- 
auguration improves its position. 
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from which should show up in 1928. If 
a merger with Rock Island is eventualiy 
effected, it would be of considerable as- 
sistance to Frisco, because of Rock 
Island’s high property value behind its 
common stock and Frisco’s low property 
value. In any event, the current dividend 
rate on Frisco appears reasonably well 
assured, despite a slight decline in net. 
Traffic prospects for the winter months 
now appear quite favorable in view of 
good cotton prices. The road serves a 
territory which is growing more rapidly 
than the country as a whole, it enjoys ex- 
cellent management, is in good physical 
condition, and should be able to develop 
increased traffic and net earnings over a 
period of time. 


Assuming the stock is purchased with 
50 per cent of the money borrowed, the 
transaction would work out as follows: 
Cost of 100 shares, $11,200; interest at 
5 per cent on half of purchase price, $280; 
annual dividend, $800; annual dividend less 
interest, $520; return on $5,600—50 per 
cent of purchase price—9.3 per cent. 


The regular quarterly dividend on St. 
Louis-San Francisco common of $1.75 per 





share and the extra of 25 cents per share 
are payable October first to those who hold 
the stock prior to September 9th, and the 
regular quarterly dividend of $1.25 per 
share on Rock Island common is payable 
September 30th to stockholders of record 
September 9th. 





Ohio’s Strange Law 


HE Ohio legislature has passed a law 
T under which corporations are em- 
powered to issue new stock having prior- 
ity to existing stocks. This law applies to 
preferred shares already issued, and under 
these provisions Goodyear will create a 
new preferred stock issue in conformity 
with the plan of refinancing which the 
company’s bankers have worked out. With- 
out engaging in an opinion on this pro- 
posed plan of refinancing, and though we 
profess to no expert knowledge on con- 
stitutional law, we still venture the opinion 
that this legislation would be found 
unconstitutional by the United States 
Supreme Court. It is a strange statute. 
Under it any corporation having outstand- 
ing securities, which unger the company’s 
charter are expressly protected as to prior- 
ity rights, to assets, or to dividends due, for 
instance, from cumulated preferred pay- 
ments, could have these rights obviated 
through an issue oi new securities which 
would have the preference. That is a 
theory as inimical to sound business and 
constitutional rights as would be the scrap- 
ping of a contract or a treaty which, as we 
all know, was the genesis of the devastat- 
ing World War. For any state to enact 


such legislation is to set a dangerous 
precedent. We hardly think it will be up- 
held. 
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Again That Ill Wind 


N the periodicals and in the newspapers 

considerable space has been devoted to 
the wastage caused by the Mississippi 
flood. The descriptions read as if the 
South has suffered a tremendous loss. 
These are superficial impressions. It is 
true that the Mississippi valley has been 
financially injured by the wild rampage of 
the Father of the Waters, but the loss is 
of such a nature that it can be quickly re- 
paired. While this ill wind has brought 
damage to a certain section of the South, 
indirectly it has resulted in a great finan- 
cial benefit for the whole Southland. The 
price of cotton has risen a great deal. 
Only last fall Southern people were ask- 
ing for Federal assistance to overcome the 
low cost of cotton, which was then selling 
for 10 cents a pound. Between this 
nadir and the present high price, there 
is a difference of nearly $100 a bale. The 
flood, by reducing the acreage suitable for 
planting with cotton, has added nearly a 
billion dollars to the South’s principal 
agricultural staple, and from that increased 
wealth the injured section is bound to 
secure its share. So this ill wind has 
brought a compensating gain in its wake. 
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N application filed during the week 
A eit the Public Service Commis- 
‘*™ sion of New York State disclosed 
the financial structure of the New York 
Power & Light Corporation, which 1s to be 
organized to take over and merge five 
utility companies of the Mohawk Valley. 
The new consolidated company, which 
was outlined in last week’s “Public Utility 
Notes,” would have an authorized capital 
stock consisting of 1,750,000 shares, divid- 
ed into 30,000 shares of the par value of 
$100 each of 8 per cent preferred stock, 
150,000 shares of the par value of $100 
of 7 per cent preferred stock, 820,000 
shares without par value of 6 per cent pre- 
ferred stock, and 1,250,000 shares without 
par value of common stock. 

The new corporation proposes to issue 
first mortgage gold bonds, 4% per cent 
series due in 1967, to be secured by mort- 
gage and deed of trust, in the sum of $70,- 
000,000, to be sold for cash at not less 
than 93 per cent of the face amount. The 
proceeds are to be used to refund outstand- 
ing bonds and other corporate purposes. 


Acquisition for Int. Tel. & Tel. 


Following the recent acquisition of the 
Chilean and Montevideo Telephone Com- 
panies, further expansion of International 
Telephone & Telegraph is seen in the re- 
cent announcement of the acquisition of 
the Companhia Telephonica Ri Grandense, 
which serves a large part of Southern 
Brazil, a most valuable section rich indus- 
trially and thickly populated, principally 
with whites. 


Plans for retirement of preferred stock 
and bonds of the United Light & Power 
Company and its subsidiary, the Conti- 
nental Gas & Electric Corporation, and 
substitution therefor of new issues at a 
more favorable interest rate are reported 
under consideration in Philadelphia. It is 
understood that the new financing might 
amount to $55,000,000, about equally divid- 
ed between the two companies. This would 
enable the companies to profit by the pres- 
ent easier money market. 


It was also reported that bankers for 
United Light & Power were discussing a 
proposal to consolidate that company, Con- 
tinental Gas & Electric and American 
Light & Traction Company, in which the 
first named has substantial holdings. 


A large number of earning reports for 
the period ending July were made public 
during the week. Important among these 
were the reports of the New York transit 
systems, which reflected the effect of the 
subway strike of July last year. The In- 
terborough, on which the strike occurred, 
showed an increased gross for this July, 
in comparison with July, 1926, while 
Brooklyn-Manhattan showed a decrease 
in comparison. 

Gross earnings of the Interborough in 
July were $4,883,900, an increase of $867,- 
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598 as compared with July, 1926, but less 
than for any month since last September, 
when gross earnings always have exceed- 
ed $5,000,000. 

Operation and maintenance expenses 
totaled $3,248,569, a decrease of $333,196 
from the total for July, 1926, which, pre- 
sumably, included expenses incident to 
meeting the strike. A payment of $150,686 
as interest on Manhattan Elevated bonds 
and a $10,000 increase in interest charges 
resulted in a deficit of $208,059 after 
charges in July. Payment of $257,251 as 
dividend rentals on both classes of Man- 
hattan Elevated stock increased the deficit 
for July to $465,310. This, however, was 
an improvement of $1,198,227 by compari- 
son with the deficit of $1,663,539 reported 
for July, 1926. 

The Brooklyn-Manhattan Transit Cor- 
poration reported decreased gross and net 
earnings for July, compared with July, 
1920. This was ascribed to abnormally 
large earnings last year as a result of 
traffic diverted to the B. M. T. by the 
strike on the Interborough and to a 5 per 
cent increase in wages effective on April 
15. The increase in wages amounts to 
about $800,000 annually, or $66,000 
monthly, 


Report of Public Service of N. J. 


An increase of $662,639 in July gross 
and $281,159 in net after taxes and depre- 
ciation over July, 1926, was reported at the 
close of the week by the Public Service 
Corporation of New Jersey, including sub- 
sidiaries. Surplus after charges increased 
$197,888. 


For the year ended July 31 gross and 
net increased after taxes and depreciation. 
In spite of this the surplus after charges 
was $165,341 less than in last year’s period. 


At the beginning of the year a new 
schedule of electric rates was introduced 
which it was estimated would result in a 
saving to the company’s customers of 
$1,000,000 annually and consequently 
would mean temporarily less revenue for 
the company. 


Gas sales during the first quarter of 
1927 compared unfavorably with the same 
period of 1926, due to the abnormal situa- 
tion created by the strike of anthracite 
coal miners. This strike not only in- 
creased the revenue through greater con- 
sumption of gas for heating purposes, but 
it brought larger demand for coke pro- 
duced by the company’s subsidiary, the 
Camden Coke Company. 

For the twelve months ended July 31, 
1927, General Gas & Electric Corpora- 
tion and subsidiary companies announced 
consolidated operating revenue of $25,- 
717,759. After operating expenses, main- 
tenance, depreciation, taxes and rentals, 
operating income was $9,407,120, compared 
with $7,711,813 for the corresponding 
period of 1926, Net income was $2,990,- 
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248, against $2,537,947, an increase of 18.6 


per cent. The balance of net income after 
allowing for dividends on the corpora- 
tion’s preferred stocks was the highest in 
the history of the system and was equiva- 
lent to $5.70 per share of common stock 
class A. 


Gross earnings of the Northern Ohio 
Power Company for July were $985,001 
and net income $77,775, as compared with 
$929,364 and $32,788, respectively, last 
year. For the first seven months of this 
year gross amounted to $7,249,844 and net 
income $733,259, which compares with 
gross of $6,930,871 and net income of 
$389,466 for the seven months ended July 
31, 1926. For the twelve months ended 
July 31, 1927, gross earnings were $12,- 
359,813, establishing a new high record. 

Net income of the Consumers Power 
Company, a subsidiary of the Common- 
wealth Power Corporation, for the twelve 
months ended July 31 as reported disclosed 
an increase of $1,724,997 over that of the 
preceding period. Corresponding gains were 
reported for July and the first seven 
months of this year. 


Commonwealth Earnings Increase 


Gross earnings of Commonwealth 
Power Corporation and subsidiaries for 
July, 1927, were $4,108,406 and net earn- 
ings were $1,783,252, increases of $363,269, 
or 9.70 per cent and $268,701, or 17.74 per 
cent, respectively, over July last year. For 
the seven months ended July 31, 1927, 
gross earnings were $30,522,011 and net 
earnings $14,208,570, as compared with 
$27,900,936 and $12,930,285, respectively, 
for the first seven months of 1926. 

Tennessee Electric Power Company and 
subsidiaries reported for twelve months 
ended July 31, 1927, net income of $2,502,- 
907 after taxes, charges, depreciation and 
subsidiary dividends, agaiast $2,091,576 in 
the previous twelve months. 

The Penn-Ohio Edison System reported 
gross revenues of $1,021,510 in July, against 
$998,249 in July, 1926. Net income after 
charges was $102,705, against $66,041, and 
balance to retirement reserve and common 
dividends after preferred dividends was 
$30,891 in the 1927 period. Gross in the 
year to July 31 was $13,304,687, against 
$11,988,498 in the preceding like period; 
net income after charges was $2,217,807, 
against $1,677,571, and balance to retire- 
ment reserve and common dividends after 
preferred dividends was $1,403,378 in the 
1927 period. ‘ 

The Eastern Massachusetts Street Rail- 
way announced net income of $38,760 
after depreciation and charges in July, 
against $38,596 in July, 1926, and net in- 
come in the seven months to July 31 of 
$503,969, against $491,364 in the same period 
last year. 

Net income of the Massachusetts Light- 
ing Company operating companies in July 
was $46,050 after taxes, depreciation and 
charges, against $49,169 in July, 1926, and 
net income in the seven months to July 31 
was $416,303, against $404,365 in the same 
period last year. 

Portland Electric Power Company re- 
ported July net of $142,865 after taxes and 





charges, but before depreciation, against 
$134,166 for the coresponding month last 


year. Annual net totaled $2,200,803 be. 
fore depreciation, against $2,081,919. 


The Carolina-Georgia Service Company 
reported net earnings for the month of July 
of $50,535.11, equal to total interest charges 
on all outstanding first mortgage bonds 
and notes for six months. 


July net income of the Detroit Steret 
Railways was $49,191 after charges, taxes, 
sinking fund, etc., comparing with $19,847 
in July, 1926. Twelve months’ net in- 
come totaled $643,299 after above charges, 
against $628,332 in the preceding twelve 
months. 


The Market Street Railway Company 
reported operating revenue of $784,359 for 
July, 1927, against $806,338 for July, 1926, 
After all expenses and taxes and other de- 


ductions the company showed a net income 
of $25,101, against $60,836 last year. 


Among the complete reports for June is- 
sued during the week was that of the 
Electric Power & Light Corporation and 
subsidiaries for the year to June 30, which 
showed net income of $7,256,217 after 
taxes, charges and depreciation, equal after 
preferred dividends to $1.91 a share on the 
no par common shares outstanding, against 
$5,063,381, or 92 cents a share, in the pre- 
ceding like period. Gross earnings were 
$8,539,242, against $5,885,832 and surplus 
after dividends $3,402,532, against $1,501,- 
963. 


The American Power & Light Company 
and subsidiaries reported a net income of 
$10,367,533 after depreciation and charges 
in the year to June 30, equal after pre- 
ferred dividends to $4.87 a share on 1,- 
834,106 no-par common shares outstand- 
ing. This compared with $9,290,051, or 
$4.70 a share, earned in the preceding 
period. Gross earnings were $91,913,987, 
against $56,029,311, and surplus after divi- 
dends was $6,517,358, against $5,610,901. 


Annual Report of Manila Electric 


The annual report of the Manila Electric 
Corporation for 1926 published during the 
week showed a gross income of $879,740 
and net income, after expenses and taxes, 
of $785,909. The balance after dividends 
was $55,990, which, added to the surplus 
balance gives a total surplus at the end of 
the year of $178,518 before additional pro- 
vision for Federal income taxes. After 
such provision the surplus balance was 
$12,910. 


Gross operating revenue of the Central 
and South West Utilities Company and its 
subsidiaries for the seconod quarter of 
1927 totaled $6,955,221 and the net income 
after taxes was $3,330,258. For the twelve 
months ended June 30, 1927, the company 
reported gross revenues of $26,579,430, and 
net income of $11,324,814 after taxes. 


The Middle West Utilities Company 
and subsidiaries reported a gross operating 
revenue of $22,722,205 for the June quar- 
ter and a net profit after taxes of $10,197, 
923. Gross operating revenue for the year 
ended June 30 was $91,365,742 and net in- 
come, after taxes, was $41,768,240. 
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pany, or its successor, will create a new 
mortgage in place of the first refunding. 

After the present financing the company 
will have no short term obligations or 
bonds falling due before 1934, except 
Equipment Trust obligations. This financ- 
ing and the provision for new mortgages 
in 1934 is the beginning of the preparation 
for refunding $126,472,000 of bonds ma- 
turing in that year. 


Two Large Issues 


This week which is the first week in 
some time to see any notable amount of 
large issues, witnessed the offering of two 
large public utility issues, namely: 

The $13,000,000 issue of first and refund- 
ing mortgage bonds, Series A, 4%s due 
1957 of the Columbus Railway, Power & 
Light Company which were offered at 
9334 to yield 4.90 per cent. 

The other large issue was one of $17,- 
000,000 convertible debenture 5s of the 
New England Gas & Electric bonds 
offered at 99 to yield 5.08. An aggregate 
of $8,500,000 bonds in the order of sur- 
render of the conversion will be convertible 
through September 1, 1931, into the $5.50 
dividend preferred stock of the Associa- 


tion at the rate of 10 shares for each. 


$1,000 bond. 

There will be very little financing due 
to refunding in September as the bonds 
maturing in that month are over $10,000,000 
less than last year and $4,000,000 less than 
in August. The largest single issue ma- 
turing will be the Nova Scotia debenture 
4%s, followed by Louisiana and Arkansas 
Railroad 5s, to the extent of $3,207,000. 
No single public utility issue of over half 
a million dollars or industrial issue of one 
million dollars is due in that month. 

Holders of International Telephone & 
Telegraph 5%4 convertibles are reminded 
again that at the close of business on Sep- 
tember Ist, the conversion privilege on 
these bonds will cease. They are ex- 
changeable for stock at the rate of eight 
shares for each $1,000 principal amount of 
bonds. At a market price of 145 for the 
stock a $1,000 bond is worth $1,160 in 
stock. Holders who fail to convert on or 
before September Ist will get only $1,050 
for the bond. 

Attorney General Ottinger has again 
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warned Liberty Bond holders that in view 
of the prospective retirement of $2,000,- 
000,000 of Second Liberty Bonds before 
the -15th of November, a great many 
crooked exploiters have obtained mailing 
lists showing the holders of these bonds 
and are endeavoring to unload worthless 


securities of one sort or another upon 
them. 

Mr. Ottinger added that he had assumed’ 
personal charge of the anti-fraud work,. 
stating, “Under no circumstances must 
resumption of activities of crooked pro-- 
moters be permitted.” 








Name of Issue 


Columbus Ry. Lt. & Power Co., 1st 
Illinois Central R. R. equip. tr. 


Mathews Steamship Co., Ltd., 
National Fireproofing Co., s.f. deb. 


New Rochelle Water Co., 











Australia (Commonwealth of) ext. gold 5s, 1957 .........-----eeeees 
Chicago, Rock Island & Pacific Ry. Co., sec. 44s, 


Ludwig Baumann, B’klyn Bldg. 1st mtge. fee s.f. 6s, 1942........ 


New England Gas & Elec. Assoc. conv. deb. 5s, 1947 ........ 
1st mtge. 
Professional Center Bldg., Ist mtge. 7s, 


*Convertible through Sept. 1, 1931, 


New Bond Offerings of the Week 


(New offerings aggregating less than $1,000,000 are not included) 


Amount 

Offered 

40,000,000 

“A” 1952 ..... 40,000,000 

& ref. mtge. A 5s, 1957 ...... 13,000,000 
“OO” 4Uom, 1928-42 ..nccccccccces 8,460,000 
1,600,000 

lst ser. A 6s, 1928-42 . 2,000,000 
eS |: rrr rere 3,000,000 

ms 17,000,000 

eer, Ty Ge. BOGB sc ccccvvavesece 1,100,000 
Me AEE” gnc cwieuan ge swans 1,000,000 


into $5.50 pfd. stock at rate of 10 shares for each $1,000 bond. 


Interest 
Date Price Yield 
M. & S. 98 5.13 
M. & S. 95 4.85 
J.& J. 93% 4.90 
J.& J. +a 4.20-4.35 
F. & A. 15 100 6.00 
F.& A. 101 5.30-5.90 
M. & S. 96% 5.80 
M. & S. 99* 5.08 
M. & N. 96% 5.25 
JI.& J. 100 7.00 
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“Bulls” and “Bears” =: 
(Continued from page 331) 2: 
Great Western Sugar— 
Rating “A” 
Great Western Sugar common. stock, 


which recently has been split up on a three 
for one basis, has been placed on an annual 
rate of $2.80 a share, equivalent to $8.40 
annually on the old stock, on which $8 
annually was formerly paid. 


International Harvester— 
Rating “A” 

International Harvester, Case Threshing, 
Montgomery Ward, Sears Roebuck, and 
also the fertilizer stocks were strong and 
active during the past week in reflection 
of their improved prospects, due to the 
indicated larger purchasing power of the 
farming community. 


Kennecott— 
Rating “A” 

Kennecott and Cerro de Pasco reached 
new high price levels for 1927 during the 
past week. This is probably due to a com- 
bination of a better adjustment to the 
present investment market and some pros- 


pects for greater stability in copper metal 
prices. 


Mackay— 
Rating “B” 


Mackay common was strong and active 
prior to the announcement that the com- 
pany had acquired control of Federal 
Radio Corporation. As Western Union 
has a close working agreement with Radio 
Corporation of America, it is expected this 
recent acquisition on the part of Mackay 
interests will improve their competitive 
position. Radio common stock sold off 
rather sharply when this announcement was 
made. Meanwhile, General Electric and 
Westinghouse Electric have reduced their 
holdings of Radio common stock. Since 
the beginning of 1923 General Electric has 
disposed of 126,984 shares of its total hold- 
ings of 375,000 shares of common, and 
Westinghouse has but 27,760 shares in its 
name compared with 200,000 shares in 1923. 


Mexican Seaboard— 
Rating “D” 

Mexican Seaboard shows a loss of $1,- 
278,000 before depletion charges in the first 
half of 1927, compared with a loss of 
$232,000 in the first half of 1926. Ap- 
parently the company has not been very 
successful thus far in developing new pro- 
duction. 





Motometer— 
Rating “C” 


Motometer, which has been adversely 
commented on in THE FINANCIAL Wor.Lb 
reported earnings 


from time to. time, 


equivalent to $2.12 a share on the Class 
A stock compared with $2.85 a share in the 
first half of the previous year. Cash on 
hand was reduced from $1,800,000 to $1, 
043,000. 


Oppenheim Collins— 
Rating “A” 

Oppenheim Collins reported $8.35 a 
share earned in the fiscal year ended July 
30, 1927, compared with $7.83 in the prey, 
ious fiscal year. 


Pan American— 
Rating “C” 

Pan American issues declined further 
during the past week as reports became 
current that the dividend rate might be 
reduced. The company’s output in Mex- 
ico is declining very substantially, due to 
political conditions prevailing there, and al- 
though its subsidiary, Lago Petroleum, has 
been expanding its operations, they have 
not been at a rate sufficient to offset the 
decline in Pan American. 


Pillsbury Flour— 
Rating “B” 

Pillsbury Flour Mills was listed for 
trading on the New York Stock Exchange 
during the past week. The company re- 
ported $5.94 a share earned on the 400,- 
000 shares of no par common stock out- 
standing for the fiscal year ended June 30, 
1927. What effect the recent rise in wheat 
prices will have on earnings during the 
coming year depends very largely upon 
company’s inventory position. 


Texas Corp.— 
Rating “A” 

Texas Corporation has given an excel- 
lent account of itself marketwise during 
the current depression of the oil industry. 
The company is a partial beneficiary of 
overproduction in that its production is 
substantially less than its refining capacity. 
Crude oil price cuts were announced in 
Pennsylvania and western Texas fields and 
a rather sharp decline in output has taken 
place in the Seminole field. However, 
around the middle of the month Little 
River district near the Seminole pool will 
report an important number of completions. 
Drilling operations are under way, follow- 
ing the completion there of a 10,000 barrel 
well some time ago. 


U. S. Realty— 
Rating “B” 

U. S. Realty was strong and active dur- 
ing the past week, doubtless reflecting the 
continued relatively high volume of new 
construction activity. It is understood 
that Fuller & Company, its subsidiary in 
this field, is doing an excellent volume of 
business. 





Vivaudou— 
Rating “B” 
The recent decline in Vivaudou doubt- 
less was due to loss of the suit involving 
duties on perfume which had been im- 
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ported. The exact amount which Vivaudou 
may have to pay is not known. The com- 
pany is appealing the case. 


Vulcan Detinning— 
Rating “C” 

Vulcan was subjected to sharp swings 
this week preceding the publication of 
earnings. The report of the company for 
the quarter ended June 30th showed a net 
income of $76,808 after depreciation, taxes 
and other charges, against $90,946 in the 
second quarter of last year. Net income 
for the first six months was $183,676, 
against $182,349, 


Warren Brothers— 
Rating “A” 


Warren Brothers was constructively dis- 
cussed in THE FINANCIAL Wor_Lp when 
the stock was selling below $60 a share. 
It recently crossed $100. The company 
has been awarded two additional new road 
building contracts which will involve sev- 
eral million dollars. The company reports 
that satisfactory progress is being made 
in its construction of highways in Cuba. 


Wright— 
Rating “B” 
Wright Aero had a sensational advance 
during the past week with the rumor about 


that Henry Ford was interested in gaining 
control of this company. 


Yellow Truck— 
Rating “C” 

Yellow Truck, after having a sharp ad- 
vance, experienced an equally sharp de- 
cline, the decline most pronounced in the 
preferred stock. The company recently 
has not earned its preferred dividend re- 
quirements, but the company is under 
General Motors management. 


Railroads 


Atchison— 
Rating “A” 

Atchison reached a new high price level 
of $200 a share during the past week at 
which price the stock sells to yield 5 per 
cent, including extras, U. S. Steel also 
reached a price level of $140, affording a 
current return of 5 per cent. These de- 
velopments are rather indicative of the 
yield basis to which sound investment com- 
mon stocks will go. 








Kansas City Southern— 
Rating “B” 

It was announced during the current 
week that report of the engineering firm, 
Coverdale-Colpitts, on Loree Southwestern 
merger rails would be ready on Septem- 
ber 1st for consideration by executive com- 
mittees of Kansas City Southern, Missouri, 
Kansas & Texas, and St. Louis-Southwest- 
ern. It is hoped that a modified plan for 
this merger will be ready for the Commis- 
sion by October Ist. As has been indi- 
cated in previous analyses of this situation 


© 


in THE FINANCIAL Wor LD, it appears prob- 
able that Missouri, Kansas & Texas will 
be made the nucleus of the new merger, 
and on the basis of Kansas City Southern’s 
holdings of 350,000 shares of Missouri, 
Kansas & Texas, compared with but 300,- 
000 shares of its own stock outstanding, it 
promises to be the principal beneficiary of 
such a merger, if it is consummated. 


New Haven— 
Rating “B” 

Arthur T. Hadley, former president of 
Yale University and director of the New 
York, New Haven & Hartford, made a 
statement that he saw payment of com- 
mon dividend late in 1928, assuming of 
course that the preferred stock financing 
would be successful. New Haven still 
has a very large bookkeeping deficit which 
would have to be cured before any divi- 
dends could be considered on the common 
stock. Earnings are holding at about the 
level of a year ago. 

Brokers’ Loans Drop 

A DECREASE of $20,000,000 in brok- 

ers’ loans announced at the close 
of the week occasioned some surprise in 
Wall Street, where it had been supposed 
the heavy arbitraging that has been going 
on between the new and the old shares 
of General Motors would cause a sharp 
expansion of loans. This may show up 
on next week’s report, which may be 
affected also by the increase in new secur- 
ity offerings. 
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Fill out the coupon today. 


Write for our interesting Participation Circular. 


Do You Invest Safely 
And Still Lose? 


If you have not bought Participating Bonds, you have lost Extra Money which 
you might just as well have had. 


Participating Bonds 


have a long record of safety and have consistently paid a larger return than ordi- 


Holders cash four interest coupons each year—totaling 6% per annum. In addition, 
they share liberally in the profits of a nation-wide business. 
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to 10% 


Now 
yield 1% 
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Have You Profited 


from the 


Stock Market 


Advance? 


Clients of the American Institute of Finance 
are profiting from the stock market advance in 
outstanding individual securities in 1927, ex- 
actly as they profited from the alternate de- 
clines and advances of 1926. 


Profits available on June Ist, 1927, from_ all 
specific recommendations of the Institute, given 
in 1926, averaged 66.29% on the capital em- 
ployed in accordance with these recommendations. 

The table below makes clear the consistent 
profit opportunities presented to clients during 
the first four months of 1927, as outlined spe- 


cifically from week to week in the Advisory 
Bulletins of the Institute: 

Present 
Date Advice Price Adv. 


Jan. 1 Buy: Union Carbide 

Jan. 8 Buy: Chi., R. It. & Pae. 
Jan. 15 Buy: G. Mobile & N. 
Jan. 22 Buy: Baldwin Loco. 

Jan. 29 Buy: Rem. Type. 

Feb. 5 Buy: Math. Alk. 

Feb. 12 Buy: Colo. & So. 

Feb. 19 Buy: Air Red. 180 40 
Mar. 5 Buy: N. Y. C. & St. L. @190 
Mar. 5 Buy: Case Thresh. @i1 225* 75 
Mar.12 Buy: U. S. Steel @138 191 33 
Mar. 19 Buy: Allis Chal. @95 107 12 
Mar. 26 Buy: Ches. & Ohio @158 193 35 
Apr. 2 Buy: Union Pacific @170 189 19 
Apr. 9 Buy: Peoples Gas @135 153 18 
Apr. 16 Buy: Gold Dust @ 51 61 10 
Apr. 23 Buy: Chrysler Motors @ 44 55° 1l 
Apr. 30 Buy: Texas & Pacific @ 70 95* 25 
* Profits Pn 


The above are the results of 1927 purchase 
advices. Original recommendations, in 1926, 
were much lower. For example: Union Carbide 
at 85, Gulf, Mobile at 27, Baldwin at 128, Air 
Reduction at 112, Colorado & Southern at 60, 
N. A C. & St. L. at 130, Chesapeake & Ohio 
at Liv. 


Further Opportunities 
Ahead! 


Making every allowance for the inflation in 
the security markets, there are still sound in- 
dividual profit opportunities available. But, the 
keenest discrimination is mow necessary. 


Our current Advisory Bulletin analyzes the 
stock market outlook, pointing out clearly sound 
individual profit opportunities, making equally 
mr pitfalls to be avoided ‘and stocks to be 
so 
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FREE. Simply 
obligation. 
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Is Eight Per Cent Possible? 
(Continued from page 325) 


TOLL 
amunnnaa nan eeuanananeatanranots 
<OUUNNNENNAONEAOOOORSORNDOOEOnOREO OEY 








security to a high rating, men of vision 
and daring first had to do the pioneering, 
that is, assume the risks that attend the 
birth and growth of the new enterprise. 

However, not all people should specu- 
late. Those who have no other source of 
income than that from estates or trust 
funds, those who need all their capital in 
their own businesses, those who are not 
mentally equipped for the proper study of 
values, and those who are not tempera- 
mentally suited to accept even legitimate 
speculative risks, should not participate in 
such transactions. 

Only business men or men of substan- 
tial incomes should engage in it. They 
usually do for they know that if they are 
successful in such operations, the profits 
obtained will be very satisfactory. But 
even among them the more prudent only 
employ a part of their surplus funds that 
they can risk without incurring financial 
embarrassment in case of loss. 

When speculation is well directed and 
intelligently diversified over a period of 
time, the profits derived far exceed the 
losses sustained. That is why the patient 
speculator so often excels the impatient 
men who grow uneasy and fretful if their 
commitments do not show them profits 
quickly. In the fertile ground of specu- 





purchase price of $2,140. They could now 
be resold for $2,520. Assuming that the 
invested capital should earn for its owner 
6 per cent per annum, it should have 
brought in the two months interest amount- 
ing to $21.40. This sum should be added 
to the original capital, because it repre- 
sents its rental value. In addition to that 
income, the increased market value of the 
securities is $358.60, representing the dif- 
ference between $2,161.40, the original cap- 
ital plus interest, and $2,520, a profit of 
nearly 15 per cent. Such is the produc- 
tive power of speculation intelligently con- 
ducted in legitimate securities. That prof- 
it could have been increased by borrowing, 
but such operations should be conducted 
on very conservative lines. 

The other type of speculation to which 
reference has been made, speculation in in- 
come yielding securities, in addition to their. 
investment consideration, the bargain lists 
which have been recommended from time 
to time in THE FINANCIAL Wokr-p since 
1924 best illustrate the profitable outcome 
when care is employed in the selection of 
securities. 


Speculative Risks 

Now I shall venture on another recom- 
mendation which I will frankly avow em- 
bodies more speculative risks than were 
involved in my former bargain lists. This 
fact is plainly indicated by the yield of 
8 per cent obtainable from the combined 
group. It stands to reason that in a mar- 
ket where seasoned income yielding stocks 
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lation values must grow naturally. produce less than 6 per cent per annum 


on account of the low prevailing inter- 
est rates, that the five stocks composing 
my present group, shown in Table One, 
have not yet attained this stage in the 
opinion of conservative investors, but these 
stocks give all the indications of round- 
ing into this preferential position. By 
spreading the risk it also follows that, 
should a single issue meet with reverses, 
causing a change in the dividend rate, one 
would still have an attractive yield. 

The enterprises these stocks represent 
indicate expansion in their earnings, and 
as this expansion increases, it would be 
but natural for the market to discount it, 
since it would mean an increased measure 
of protection for the present dividends. It 
would make more assured the average yield 
of 8 per cent per annum, and, in turn, it 
would also mean appreciation in market 
value. 

I have made every effort to secure a 
well balanced diversification in this group 
in order to provide the greatest measure 
of precaution against depreciation in value 
for investors who seek an 8 per cent re- 
turn with the full knowledge that the spec- 
ulative element is increased. 

With these recommendations the same 
admonition is made again that was made 
with the preceding lists, that one must con- 
sider the group as a unit purchase in- 
stead of selecting individual stocks, for the 
yield of 8.5 per cent is the average yield. 
The purchase of these securities should be 
predicated on the intention to hold until 
the natural growth of earning power has 
a proper opportunity to develop them. 

This position will involve the exercise of 


The Financial World 


Two Kinds of Speculation 


Speculation has two main arteries 
through which it flows. It flows either in 
the direction of obligations that are al- 
ready income producing, or to those that 
are expected to reach that stage. From 
the first class, it expects such expansion 
of present income that will warrant market 
appreciation. In the other class, it pur- 
chases equities on the premise that, as they 
near the goal of income production, their 
increased value will find reflection in the 
stock market. 

Several times during the past year I 
have selected a small group of stocks 
which, in my opinion, conformed as nearly 
as possible to the kind of equities adaptable 
to this type of intelligent speculation. They 
embraced the securities of well managed 
enterprises, they provided the type of di- 
versification which would spread the risk, 
and were representatives of businesses that 
gave good indication of expansion. 

One of these groups was published in 
the June 29th issue of THE FINANCIAL 
Worip. In that same issue it was also 
clearly stated that these equities should be 
purchased not for any immediate profit, 
but to be held until the time elapsed which 
would develop their full growth. 

It is interesting to note what these se- 
curities have done since then, because the 
change is typical of the accomplishments 
of successful speculation. Table Two 
shows the price at which these equities 
then sold, also their prices on August 24th, 
when this was written. 


Ten shares would have involved a 
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patience, but it is patience that secures the 
most adequate rewards from investments 
and speculation. Space will not permit my 
detailed reasons for the selection of the 
five securities composing my list. Those 
details will appear in sequence in special 
analyses in subsequent issues of THE 
FINANCIAL Wor p. 


4) 


Cosmopolitan Wall Street 

F there is any widespread public de- 

mand for some security, one can safe- 
ly say that eventually Wall Street will 
have a part in the financing of the busi- 
ness. It is not only the source from which 
capital is raised, but it is also the mart 
where the securities are quoted. In this 
respect Wall Street has truly become a 
cosmopolitan market. We see the Street 
taking more than a sportsman interest in 
a heavyweight championship prizefight, 
when it represents receipts running over a 
million dollars, as in the case of the re- 
cent slugging fest between Jack Dempsey 
and Jack Sharkey. This contest was held 
under the management of the Madison 
Square Garden Corporation, of which Tex 
Rickard is the president. That corpora- 
tion’s stock is actively traded in, and 
just now with another big fight in 
the offing, when Dempsey and Tunney 
will meet in Chicago in September, it is 
quite active. It has recently been listed 
on the Big Board. Wall Street feels it 
can also be democratic about the company 
it keeps, when prominent social lights find 
attendance at prize fights (they call them 
boxing matches now) not beneath their 
dignity. How times have changed from 
those days when John L. Sullivan and 
Jake Kilrain were compelled to duck the 
authorities in order to demonstrate to 
fighting enthusiasts whose fist packed the 
more powerful blow! 











Eastern Rail Mergers 
(Concluded from page 326) 
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would prefer to see Western Maryland, 
Reading and Jersey Central remain inde- 
pendent, it probably realizes that with con- 
trol of the, latter jointly vested in Balti- 
more & Ohio and New York Central, and 
with Baltimore & Ohio’s obvious need 
for these properties, that they cannot be 
prevented from going there. 

How far this proposed allocation is 
from that proposed by the other members 
of the “Big Four’ is indicated by the fact 
that all the Loree properties have been 
awarded to other members except Dela- 
ware & Hudson, which they propose to 
be a joint line, and that Virginia in its 
entirety is desired by the Van Sweringens, 
as is also Lackawanna and Chicago & 
Eastern Illinois, which was to go jointly 
to New York Central and the Van Swer- 
ingens. The accompanying table shows 
the wide cleavage between these respec- 
tive interests. 

In commenting upon the Pennsylvania’s 
Position as outlined, it appears that this 
toad has claimed everything possible to 
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establish its trading position, and has ex- 
pressed lack of confidence in the Van 
Sweringens. This latter expression hard- 
ly seems justified in view of the remark- 
able progress the roads under the Van 
Sweringen direction have made in the way 
of increased net earnings. Furthermore, 
the Pennsylvania interests desire additional 
legislation, such as the Parker bill, where- 
as the opposing interests (judging by their 
actions and acquisitions) apparently are 
of the judgment that they can develop 
their plans under existing laws. 


Much Delay Expected 

With such wide differences of opinion 
it doubtless will take some time to get 
the opposing forces together on a compro- 
mise program. The present policy of the 
Interstate Commerce Commission appears 
to be one of delay, and it is highly im- 
probable that the Commission orf its own 
initiative would start anything in the near 
future. The next move then appears to 
be a call for a conference of the eastern 
trunk line heads, and it will be interesting 
to see if those opposed to Pennsylvania 
will desire to have Mr. Loree invited to 
participate. Such participation on Loree’s 
part would be a distinct victory for Penn- 
sylvania. 

On the theory that posession is nine 
points in law, the forces opposing Penn- 
sylvania have recorded the greatest prog- 
ress with purchase of Chesapeake & Ohio, 
Erie, and Pere Marquette by the Van 
Sweringens, Wheeling & Lake Erie jointly, 
Western Maryland by Baltimore & Ohio, 
and enough Reading stock by Baltimore 
& Ohio and New York Central to give 
them control. Pennsylvania, meanwhile, 
has added to its Norfolk & Western hold- 
ings, and Loree, to his Lehigh Valley hold- 
ings. 

From the foregoing it is apparent that 
it will probably be some time before an 
eastern rail merger plan satisfactory to 
all interests is developed. Theoretically, 
the four system plan has much to com- 
mend it, in that it would carry out the 
provision of the Transportation Act to 
have systems of equal competitive quality, 
but practically, the strong personalities 
dominant in the various units involved will 
be difficult to submerge. 

In conclusion, it may be well to restate 
the position THe FinaNcriAL Wortp has 
taken on the question of possible mergers 
as applying to the purchase of stocks. It 
is that value, i.e., good current and pros- 
pective earnings compared to market price, 
should be given first and primary con- 
sideration. If a merger situation subse- 
quently develops that brings about higher 
price levels for the stock, so much the 
better. 





Sees Stock Prices Safe 
OMMENTING on the current trend 
of stocks and bonds, Moody’s Weekly 
Review in its latest issue says: 

“Stocks, although high priced, are still 
in a strong position. Brokers’ loans are 
more nearly deflated than inflated when 
taken in comparison with the 
power of our banks.” 
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given the same careful 
attention. 


Write for convenient 
handbook on Trading 
Methods and Market 
Letter K 3. 


(HISHOLM & (HAPMAN 


Members New York Stock Exchange 
52 Broadway, New York 
Telephone Hanover 2500 


Widener Bldg., Philadelphia 
Telephone Rittenhouse 1157 




















What Outlook 











These Stocks? 


Electric Light & Power shows an ex- 
cellent profit—so does Montgomery Ward, 
United Gas Improvement, and Chesa- 
peake & Ohio. In the very same market 
Pan-American sells off, Marland shows 
a heavy decline, and M-K-T goes lower. 
What does this mean? 








A Selective Market 


Stocks should be analyzed, one by one, | 
each on its own merits. What outlook, | 
then, for these specific issues— 


Pan-American? U. S. Steel? 
General Motors? Phillips Petrol.? 
Erie? Lago Oil? 


Am. Telephone? North American? 
Associated Dry. G.? Childs Co.? 
California Pack.? Willys Over.? 
Westinghouse? M-K-T? 


Our latest Stock Market Outlook 
analyzes all these stocks, and points out 
which to favor—and which to avoid. 
This latest analysis should prove valuable, 
as previous reports have already been. 
A few extra copies reserved for dis- 
tribution free. 


Simply ask for 
“Stock Market Outlook’’ 


American Securities Service 
103% Corn Ex. Bank Bldg., New York 
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How to Invest 


30 Bank Stocks 


High grade Bank Stocks sell at 
prices ranging from $200 to $1,000 
a share and more and they are 
constantly rising in price. 


Bank Stock Trust Shares 


EMPIRE TRUST CO., 
New York, Trustee 


permit even the smallest investors 
to secure a pro rata share in the 
cash and stock dividends and valu- 
able subscription rights of 30 of 
the nation’s strongest and most 
rapidly growing financial institu- 
tions. 
Price at the Market 


About $26.50 Per Share 


Average annual gain of these 30 
bank stocks for ten years over 
20% yearly. 


Circular F-47 on Request 


United States Shares 
Corporation 


Fifty Broadway. Tel. Bowling Green 4361 
(—— —- a we ee Pe 








Investors Everywhere use 


MOODY'S 
RATINGS 


Found Only in Moody's Manuals 














INVESTING 
BY MAIL 


@ More than half our 
clients do their invest- 
ing by mail. 


@ We like to talk with 
our clients occasionally 
to keep in touch with 
their investment needs. 


@ But when we know 
investors’ needs we can 
serve them as well by 
mail as otherwise. 


C. M. KEYS & CO. 
60 Broadway New York 
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CORRESPONDENT has writ- 
A ten to this department asking if 

there is such a thing as an aver- 
age in city loans—that is, if by scatter- 
ing his risks over a city, one can guard 
against losses that might occur on ac- 
count of the changes in population 
drifts, thereby making the investment 
more secure. “I have two mortgages,” 
he says, “on city properties that once 
were considered good risks. The 
building of a boulevard a few blocks 
away has taken the desirable residents 
from our street, and it is being filled 
with foreigners and laborers with here 
and there a boarding house. This, of 
course, depreciates the value of the prop- 
erty and my loans are dragging. Can 
I make my investments so that I can 
have a good average, and in the end 
make a steady interest—which is, of 
course, rather higher than I can get on 
farm loans or bonds?” 

This is not an uncommon experience, 
and it is particularly true in these days 
when cities are changing their traffic 
routes to accommodate the vast number 
of motor cars that enter in and leave 
the city every day, to say nothing of the 
army of tourists from every state in the 
union that roads the country through- 
out the year. He is indeed a wise in- 
vestor who can guess where real estate 
is sure to remain stable and where the 
valuations for loan purposes will not 
be disturbed. 


Loans Are a Problem 


The city loans in these days are 
made, so far as the small home is con- 
cerned, mostly by the building and loan 
associations, which have grown to im- 
mense proportions during the past ten 
years. Practically every city has at 
least one of these associations, and they 
furnish not only a fine investment for 
the followers of thrift, but also they 
help the laborer, the clerk, and others 
who have not enough capital of their 
own to get homes with the least annoy- 
ance and at a low cost for the money. 
The problem is, however, just as acute 
for the loan association as for the pri- 
vate investor in city loans, and its man- 
agers are keen judges of the tendency 
in city growth. In one western city 
where there has been a large influx of 
colored population, values have been 
ruined in a certain section of the city. 
The purchase of one house in a block 
by the immigrants made every other 
house undesirable for the white people, 


BY C.M.HARGER 
City Loans 


DEAL ESTATE SECURITI 


and soon there was an exodus of the lat- 
ter class, and the colored families are 
now in full possession of that section. 
Millions in property values have been 
lost through the influx of residents of 
color. 

Hard Road Changes 

Another effect is produced by the 
building of hard surfaced roads all 
through the interior cities. The state 
builds a highway, and at present the 
policy is to avoid the main streets of 
the towns and cities, and also to escape 
the grade crossings so far as possible. 
A case in point is a western city which, 
in anticipation of the coming of a cross- 
country hard surfaced highway, paved 
one long street through the town. Many 
loans were made on the probability of 
future enhancement of values. 

Then along came the state officials 
and declared that if the newly paved 
street were to be used, the grade cross- 
ing would have to be eliminated and 
the result was that the state chose an- 
other street two blocks away and will 
pave it—it was formerly used very little. 
Since that announcement, a half-dozen 
business firms have moved to the new 
street, filling stations have sprung up, 
residences are under way, and now the 
old main street, is a side street with 
only local traffic, and it looks like a de- 
serted village most of the day. Prop- 
erty values along the former main street 
have dropped fifty per cent, and the 
town’s center is being moved two blocks, 
much to the disgust of the owners of 
realty and to the disappointment of 
those who have made loans on the old 
section. Nothing can be done about it 
and the changes are already made. This 
kind of situation is affecting many 
towns and cities, though the result is 
not always so pronounced in case of the 
larger towns. 


Bond Houses Careful 


The real estate mortgage bond houses 
have this problem in as an acute form as 
any investor, but they are well prepared 
to meet the situation. They make a 
careful survey of a town, estimate its 
probable direction of growth, because 
financing an apartment house, hotel or 
an office building necessitates careful 
attention to the possibilities of such 
changes that might eventually enhance 
or depreciate the value of the property. 
It would be folly to build a fine apart- 
ment house in a section where there was 
likely to be a complete change in the 
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All of these bonds have been sold. 


$40,000,000 
The Chicago, Rock Island and Pacific Railway Company 


Secured 41% Gold Bonds Series A due September 1, 1952 
Series A Bonds limited to $40,000,000. 


Interest payable March 1 and September 1. 
gold coin. 


Trust Indenture. 


Principal and 
Coupon Bonds in denominations of $1,000 and $500, with privilege of registration as provided in the 
The Company reserves the right to call these Bonds as a whole for redemption, upon sixty 


interest payable in New York City in United States 


days’ previous notice, on September 1, 1932, or any interest date thereafter, at 102%% up to and including Sep- 


tember 1, 1947, and thereafter at par plus 4% 
date of maturity. 


for each six months between the date of redemption and the 





J. E. Gorman, Esq., President of The Chicago, Rock Island and Pacific Railway Company, in a letter dated August 24, 1927 


in part as follows: 


The $40,000,000 Secured 44%4% Gold Bonds, Series A, due 
September 1, 1952, will be the direct obligation of The 
Chicago, Rock Island and Pacific Railway Company and 
will be specifically secured by pledge, under a Trust Inden- 
ture to The National City Bank of New York, Trustee, of 
$45,000,000 The Chicago, Rock Island and Pacific Railway 
Company First and Refunding Mortgage 4% Gold Bonds due 
April 1, 1934. The Trust Indenture will contain provisions 
in effect as follows: (a) that neither the First and Refund- 
ing Bonds nor any Bonds prior in lien thereto will be ex- 
tended; (b) that upon maturity of the First and Refunding 
Bonds, the Railway Company (or the successor Company, 
in the event of consolidation) will create a new mortgage, 
in place of the First and Refunding Mortgage, upon all the 
properties then subject thereto and will secure the Series 
A Bonds, and any other Bonds issued under the Trust In- 
denture, by the new mortgage equally and ratably with any 
Bonds which may be issued thereunder, and (c) that the 
total amount of Bonds to be at any time secured by the 
new mortgage (together with all outstanding prior debts, 
after deducting Bonds reserved to retire prior debts) shall 
not exceed three times the then outstanding capital stock 
of the Railway Company or its successor. 


Series A Bonds will be limited to $40,000,000 principal 
amount and no additional Bonds may be issued secured by 
the collateral pledged for Series A Bonds. As provided in 
the Trust Indenture, additional series of Bonds may be 
issued for a principal amount not to exceed in the aggre- 
gate $40,000,000, with such provisions as to interest, matur- 
ity and redemption and against the deposit of such col- 
lateral, as may be determined by the Directors of the Rail- 
way Company. 

The Mortgage securing the First and Refunding Bonds 
is, directly or through pledge of first mortgage bonds, a first 
lien on about 1,276 miles of road, including the line from 
St. Louis to Kansas City and important mileage in Texas, 
Oklahoma and New Mexico, and a second lien on about 4,541 
miles of road; the Mortgage is also a first lien on the entire 
capital stock of, and on the 999-year leasehold interest in 
the properties of Choctaw, Oklahoma and Gulf Railroad 
Company with about 943 miles of road. The Bonds are thus 
secured on a total of about 6,760 miles of road. The 


, writes 


First and Refunding Mortgage is also a first lien on termi- 
nal properties in St. Paul, Minneapolis and Kansas City, 


and on shops at Silvis, near East Moline, Illinois. Of the. 


total amount of First and Refunding Bonds (limited to 
$163,000,000), $104,472,000 Bonds are outstanding in the 
hands of the public. Including Bonds to be pledged for the 
present issue, the First and Refunding Mortgage Bonds, 
together with $81,516,000 prior lien Bonds in the hands of 
the public (the amount of which cannot be increased), will 


be outstanding at the rate of only about $34,200 per mile 
of road. 


The Rock Island System, with lines in fourteen states, 
operates a total of 8,031 miles of road. The properties are 
in excellent physical condition. During the last ten years 
expenditures for improvements and new equipment, after 
deducting the cost of property retired, have amounted to 
approximately $80,000,000. The tentative valuation by the 
Interstate Commerce Commission as of June 30, 1915, with 
the addition of expenditures made on the property since 
that date, exceeds by about 50% the total funded debt to 
be outstanding on completion of this financing. 


The Railway Company has outstanding $29,422,189 7% 
Preferred Stock and $25,127,300 6% Preferred Stock, issued 
in 1917, on which full dividends have been paid regularly, 
and $74,482,522 Common Stock, on which dividends at the 
rate of 5% per annum are now being paid; the value of 
the outstanding capital stock, on the basis of present mar- 
ket prices, is about $140,000,000. 


The total income for the year ended December 31, 1926, 
after all deductions, except interest and Federal income 
taxes, was $24,531,711, or over twice the total annual in- 
terest charges ($11,708,313) on the funded debt to be out- 
standing, after giving effect to this financing. For the six 
months ended June 30, 1927, such total income was $2,859,- 
495 greater than for the same period last year. 

Proceeds of these Bonds will be used to pay $28,862,000 
Notes to be presently called (viz., a $7,862,000 6% Note to 
the United States Government, due in 1930, $15,000,000 5% 
Notes, due in 1929, and $6,000,000 41%% Notes, due in 
1928), to reimburse the treasury for capital expenditures 
and to provide for additions and betterments. 





Application wil be made to list these Bonds on the New York Stock Exchange. 


The issuance and sale of these Bonds are subject to the approval of the Interstate Commerce Commission 
and to the approval by the stockholders of the Company of the Trust Indenture referred to above. All 
proceedings in connection with the issuance of these Bonds are subject to the approval of our counsel, 


Messrs. Cadwalader, Wickersham & Taft. 


We offer the above Bonds for subscription if, as and when issued and received by us, at 


95% and accrued interest, to yield about 4.85%. 


e 


We reserve the right to close the subscription at any time without notice, to reject any application and to allot 
a smaller amount than applied for. Amounts due on allotment will be payable at the office of Speyer & Co., 
24 & 26 Pine Street, in New York funds, on or about September 15, 1927, as called for, against delivery of 
Interim Receipts exchangeable for Temporary Bonds when ready. 


Speyer & Co. The National City Company J. & W. Seligman & Co. 


August 25, 1927. 
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Bond 
Salesmen 
Say— 


“J lay my success in the bond busi- 
ness entirely to your Specialized 
Course of Training in Selling 
Bonds.” 


“‘Since completing your Course I have 
been successful far beyond my greatest 
expectations. I want you to know that I 
give entire credit to your Course asit gave 
me the Training to effectively put across 
my issues in the face of competition.” 


More Sales 


Our Specialized Training in Security Sales- 
manship not only contains the, tangible 
facts so essential to knowing your*‘goods,’ 
but shows how to present these facts ina 
way which means More Sales. 

Write today for our free booklet “Security 
Salesmanship—The Profession.” It will 
impress you. 


Simply Ask for Booklet C-996 
Babson Institute ®y3.07 








TRANS-OCEANIC FLIGHT 


Young aviator of wide European and 
American flying experience seeks financial 
backing for trans-oceanic prize flight. Re- 
quests immediate communication regarding 
mutually beneficial proposition. 


A.A.A. care THE FINANCIAL WORLD, 
53 Park Place, New York 











100 Years of Commercial Banking 
We have your good will 
but how about your 
last Will? 

A Confidential 
Conference 
is Invited 
149Broadway Branches from Battery to Bronx 
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ST. LOUIS 
Mark C. Steinberg & Co. 


Members New York Stock Exchange 
Members Chicago Stock Exchange 
Members St. Louis Stock Exchange 


300 N. Broadway St. Louis, Mo. 

















STOCKS 


carried on conservative margin 


H.F. McCONNELL & CO. 


Members New York Stock Exchange 
(Established 1908) 
150 B’way, N. Y. Tel. Rector 2100 























** OF Great 
Benefit?’ 


“I very much appreciate your 
Service. It is of great benefit to 


me, and I would not willingly 
be without it.” 


—A Utica (New York) Investor. 
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PREP LRP SIS PETS DP RP SP 
FINANCIAL SERVICE 

“ R.W. Ms NEEL, DIRECTOR 

«in Aristocracy of Successful Investors” 


120 BOYLSTON ST. BOSTON 
SOOO 
348 














character of the location for the worse. 

However, such mistakes have been 
made, and there was nothing to do but 
to take a loss. From their experience 
they have, however, formed certain 
rules of location to which they adhere 
carefully, and seldom in these times do 
they take too great chances. With the 
cities growing at a rate far outstripping 
the rural sections, the valuation of city 
lots and properties, as well as the de- 
mand for housing, shows little chance 
of declining, it is merely a matter of 
keeping in step with the demand and 
not misjudging the trend of population. 


Striking An Average 


It is manifestly rather difficult to 
strike an average without having a great 
number of loans. The small investor 
with two or three loans can only trust 
his judgment. The building and loan 
association or the new forms of city 
loaning agencies with hundreds of loans 
are better equipped to take precaution, 
and they, by geographical diversification, 
have a fair cross section of the city and 
their losses are therefore lessened. In- 
deed, most of the building and loan 
associations report practically no losses, 
laying it to the fact that they are help- 


ing families that want to get a home, 


and these families sacrifice other desires 
in order that the instalments on the 
loan may be met. 


Restricted Districts 


The greatest protection of today for 
the investor is the zoning system and 
the restriction of certain districts. The 
United States Supreme Court has up- 
held the right of cities to establish dis- 
tricts within which only certain classes 
of building can be erected. Hundreds 
of cities have adopted the zoning prin- 
ciple, and have thereby made it im- 
possible for a garage or a laundry to 
be erected next to the leading church 
or in the midst of a residential district. 
By strict enforcement of such rules, the 
investor has a right to expect that his 
property will not be deteriorated by the 
adjoining buildings, and the value of 
his property will not take a great drop. 

The choice investment in city loans 
today is in the towns that have zoning 
ordinances. The restricted district is 
another protection in that the deeds to 
the properties declare for what class of 
structures the land can be used, and 
usually the value of the houses that are 
to be erected upon the land. These re- 
strictions help the investor, for it means 
that a given class of residents will oc- 
cupy the houses and apartment build- 
ings, and that he will not see industrial 
concerns, stores and other structures of 
like nature clutter up the area and thus 
depreciate the value of the property. 
Zoning has become one of the most 
valuable assets of a city, and the inves- 
tor who considers a city loan may very 
properly give preference to those towns 
that have put into effect this important 
factor. 

The city loan has grown immensely 


in popularity in the past few years, 
Where formerly it was made only to 
large investors, now it is available and 
is popular with the smaller buyers of 
securities who find that it has much 
merit. The city worker is today making 
good wages—better than the farmer— 
hence he is in a position to meet his 
obligations while the increasing popu- 
lation of the cities adds to the promise 
for the future. If good judgment be 
used, the outcome will be satisfactory 
and conditions are much better for the 
investor now than at any time in history, 





Mining Consolidation 


HE recent activity and strength in the 

shares of Vanadium and Union Car- 
bide finds reflection in developments af- 
fecting the two companies. Representa- 
tives of the United States Company, a New 
Jersey corporation, have announced the 
consolidation of most of the Colorado and 
Utah vanadium interests, involving the ex- 
penditure of over $1,000,000. More than 
150 claims and proven sites have been pur- 
chased by this company. The vanadium 
mine at Rifle, Colorado, owned by the 
United States Vanadium Company, was not 
included in the deal, however. 

A $200,000 refinery has been decided 
upon, but as yet the site has not been 
selected, although Denver, Newcastle, and 
Rifle are being given the most serious con- 
sideration. The new plant planned by the 
United States Company will have a ca- 
pacity of 100 tons a day, will be electrically 
operated and will turn out a product which 
is 90 per cent vanadium pentoxide. The 
consolidation includes 30 claims in San 
Miguel County, Colorado; 45 claims at 
Long Park, Colorado, taken over from the 
United States Radium Company; 47 claims 
formerly owned by the Colorado Radium 
Corporation at Gateway, Colorado; and 
26 claims at Dry Valley, Utah, in the 
southeastern part of the state. Some of 
these properties are already producing 
vanadium ore. 

The reduction plant of the United States 


Vanadium Corporation is at Rifle, Colo- 
rado, and the company’s mine is 12 miles 
west of Rifle. The mill is of 100 tons 
daily capacity, and the ore is hauled from 


the mine to the mill, on trucks. This oc- 
curs in gray sandstone and is treated by 
roasting and cyaniding. Mine and mill 
employ about 125 men. A small tonnage 
of vanadium-bearing ores is mined in the 
vicinity by other producers, the product 
being treated by this plant. The United 
States Vanadium Corporation is a holding 
company, the Union Carbide Company be- 
ing the parent company. 
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New York Dock Gains 
Rating “C,” Guenther’s Appraisal 


EW YORK DOCK reports a net in- 

come of $71,532 for July, comparing 
with $71,509 in July, 1926, and a net in- 
come of $443,291 for the first seven 
months of 1927, against $361,372 for the 
same period last year. 
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We are not looking for the Get-Rich-Quick type 
of speculator who expects to find in THE FINAN- 
CIAL Wor LD each week the names of stocks that are 
due for an immediate rise. While it frequently 
happens that stocks we recommend do have an up- 
ward trend in price almost at once, we frankly 
do not advise anyone to subscribe for THE FINAN- 
cIAL Wor -p for the sake of short-term swings. 

This magazine has been published twenty-five 
years successfully, based upon the fundamental 
theory that values sooner or later reflect themselves 
in market prices and that our duty to subscribers is 
to ferret out situations where securities are really 
undervalued. 

About the only dis- 








When we say therefore that we prefer not to 
have a certain type of speculator on our subscrip- 
tion list, it is based upon the knowledge that unless 
a man has the proper conception of just what we 
can and what we cannot do, he is not likely to 
be a permanent subscriber for our Threefold In- 
vestment Service. 

We could not afford to continue our present 
low price of $10 per year if we had to go to the 
expense of securing each year a new clientele of 
subscribers. 

On account of the fact that most of our sub- 
scribers renew year after year, we have practically 
no expense in securing the bulk of our subscrip- 

tions, so that this enables 





gruntled subscribers we 
ever have are those who 
look upon any financial 
service as a magical propo- 
sition that will permit a 





“Tell Your Friends They Need It” 


“Send Us Names of Investor Friends” 


us to spend practically 
all of the money we re- 
ceive from subscribers in 
building up and strength- 
ening the service we 








speculator to put all his 
money in some particular highly speculative situa- 
tion and reap a large profit shortly thereafter. 

We make no claims to such powers even though 
it is true that among the more speculative securi- 
ties that we have recommended over a long period, 
most of them have turned out very well. We are 
also decidedly averse to having any new subscriber 
come in who believes in putting all his eggs in one 
or two speculative baskets. 

Subscribers who have been profiting by our serv- 
ice year after year have learned the all importance 
of three things: 

First—It pays to buy for the long pull; second— 
that it does not pay to have all your capital tied 
up in strictly speculative enterprises and third— 
that it does pay to have a wide diversity not only 
in speculative commitments but also in strictly in- 
vestment securities. We further recommend that 
subscribers do not have more than one-fourth of 
their capital in outright speculations because, after 
all, the greater the chance for gain, the greater 
the chance for loss. 





render. 

The few subscribers who drop their member- 
ship in our successful family of investors, are large- 
ly people who put all their capital in one or two 
speculative stocks, and as it is inevitable that a 
certain percentage of strictly speculative ventures 
will not be profitable, they fail to take advantage 
of the law of averages. 

Over 90 per cent of our recommendations have 
been correct during the past three years. It is ob- 
vious that anyone who has concentrated on the few 


securities that failed to materialize as anticipated, 


will feel disgruntled, although the blame is really 
his own for having failed to follow the basic prin- 
ciple of diversification. 

Of course many subscribers do ignore the rule 
of diversification and still get successful results be- 
cause our average for correctness is so very high. 
However, it is our desire to have only subscribers 
who will reduce their chance for losses to the mini- 
mum by safeguarding themselves along the lines 
mentioned above. If you believe in our investment 
platform, 


| AVOID REGRETS | 


One Type of 
Subscriber We Do Not Want 





By Mailing This Coupon Quickly 


THE FINANCIAL WORLD 
93 Park Place, New York 


For the enclosed $10.00, please enter my one-year subscrip- 
tion to your Threefold Investment Service which includes: 


(a) The next 52 weekly issues of THE FINANCIAL 
WorLD. 


(b) The next 12 monthly issues of Guenther’s Inde 
pendent Appraisals of Listed Stocks. : 


Oe en ew en eee ene wwe ee eee en eens e nee e neem aeeeneeaesseseesseee 


(c) Free privilege of writing us for advice by letter. 


(d) Mr. Guenther’s New Bargain List of 20 Investment 
Securities (ready in three to six weeks). 


I ie a 
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Over the Counter Market 


Edited by A. WESTON SMITH, Jr. 








LTHOUGH moving forward at a 
A more conservative pace toward the 
close of the week, the over the 
counter market in the early part of the 
week showed a broad advance with brisk 
trading in bank and institutional issues. 
Throughout the week chain stores and the 
more popular industrials attracted consider- 
able attention, and many of these issues 
were bid up to higher prices. Sugar shares 
showed some improvement, while public 








Curb 


Securities 


Holders of Curb Sec- 
urities will find our 
weekly 30-page booklet 
of interest and value. 


It contains valuable 
Statistical information 
pertaining to active se- 
curities traded on New 
York Curb Market and 
other leading Ex- 
changes. 


Copy furnished on request 


BRANDENBURG & CO. 


Members New York Curb Market 


111 Broadway New York 
Telephone: Rector 5022 























Adams & Peck 


Guaranteed & Merger Railroad Stocks 


20 Exchange Place New York 
TELEPHONE BOWLING GREEN 5480 











Continental Gas & Elec. Corp. 
Securities 
Howe, Snow & Co. 


(Incorporated) 


120 Broadway New York City 
Telephone Rector 3563 




















OIL ROYALTIES 


For Investment or Speculation 


JAMES WOODROW 
Commercial National Bank Building 
INDEPENDENCE, KANSAS 
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utilities were generally inactive and little 
changed. 

There were no important announcements 
in the banking field to stir up unusual 
interest, other than the report that the Mu- 
nicipal Bank of Brooklyn, which has a cap- 
ital of $2,000,000, surplus of $1,000,000 and 
deposits of $38,000,000, had purchased con- 
trol of the Nostrand Bank of that borough, 
and will absorb the last named institution 
in about thirty days. Terms of the con- 
solidation are now being worked out. 

The Nostrand is one of the small new 
banks organized during the past year, its 
deposits totaling $1,500,000. 

Negotiations looking to a consolidation 
of the Municipal Bank of Brooklyn and 
the Capitol National Bank of Manhattan 
and the Bronx have been broken off, a 
controling stock interest in the Capitol be- 
ing acquired by the National American 
Company, of which C. Stanley Mitchell, 
president of the Central Mercantile Bank 
& Trust Company, is chairman. 


Bank Stocks Gained 


Advances in the bank stocks were not 
large, but were numerous. Good gains were 
recorded in such issues as Bank of New 
York & Trust, First National of New 
York, Harriman, United National, Empire, 
and Seaboard. Other issues that were in 
demand are Municipal, Bankers, Bowery 
& East River, and Mercantile. 
Insurance stocks likewise gave indication 
of a generally upward trend, Hartford 
Fire, Travelers, Aetna Fire, Providence, 
and Phoenix recorded higher prices. Home 
Insurance showed a fair gain toward the 
close of the week, with a fair demand for 
such issues as Continental Casualty, U. S. 
Merchants & Shippers, and Hartford Steam 
Boiler. 
Chain store issues again led the groups 
greatest activity, with many of the 
smaller chains advancing on active bidding. 
J. J. Newberry, F. & W. Grand, Isaac Sil- 
ver & Brothers, W. T. Grant, Kinnear, and 
H. C. Bohack. Davega, which has been 
rather inactive in recent weeks, came in 
for a share of activity, apparently in ex- 
pectation of a favorable increase in sales 
of sporting goods for the month of Aug- 
ust. 

The Metropolitan Chain Stores reported 
July sales of $863,597 against $830,927 a 
year ago, an increase of $32,670, or 3.9 per 
cent. For the seven months sales totaled 
$5,770,228 against $5,136,619, an increase of 
$633,069, or 12.3 per cent. 

For the month of July Peoples Drug 
Stores anounced sales of $679,898 com- 
pared with $519,436 in July, 1926, an in- 
crease of 30.8 per cent. Sales for the first 
seven months of the year totaled $4,420,926, 
against $3,348,987 in the same seven months 
of last year, an increase of 32 per cent. 

The J. J. Newberry Company reported 


in 


te 


sales for July of $1,222,421, compared with 
$860,751 last July, an increase of 42 per 
cent. Sales for the first seven months 
equaled $6,604,118 in comparison with $4. 
363,321 for the same period of 1926, an 
increase of 51.3 per cent. 

July sales of the G. C. Murphy Company 
totaled $754,961 against $611,859, an in- 
crease of 20.1 per cent. Seven months’ 
sales totaled $4,923,308, compared with 
$3,873,039 in the same seven months of 
last year, an increase of 27.1 per cnt. 

Federal Telegraph stirred little interest 
on the announcement that this company’s 
communication system had been purchased 
by the Mackay companies. Besides aquir- 
ing the Pacific radio stations of the Fed- 
eral Telegraph Company, the Mackay in- 
terests have acquired the right from that 
company to install and operate under the 
long wave length arc system it controls. 

The Federal Telegraph Company oper- 
ates a point-to-point radio service in Cali- 
fornia, Washington and Oregon and ship- 
to-shore service on the Pacific. It is ex- 
pected that its present stations will be used 
as the nucleus for the Commercial Pacific 
Cable Company’s radio service. Through 
the research department of Federal Tele- 
graph, the Mackay companies will become 
interested in television, facsimile and photo- 
electric telegraphy and telephony. 


* * * 


On the Curb 

HE trend of prices on the Curb 

throughout the week was generally up- 
ward on heavy trading which was confined 
for the most part to selected issues. Stimu- 
lated by the flow of easy money and the 
improving outlook for the fall, many issues 
moved buoyantly and new high prices were 
registered among the more popular indus- 
trial shares. Several utilities and chain 
stores passed their previous highs for the 
year, while oils eased somewhat. Trading 
was on a broad basis and pool operations 
appeared to be in evidence in the upswing 
of speculative issues. 

Johns-Manville, which has held a domi 
nant position in this market for some time 
broke its previous high prices steadily 
throughout the week. Buying was attrib- 
uted to the expected results from the com- 
pany’s new fireproof shingle which is 10 
be put on the market shortly and will be 
distributed on a large scale. It has als 
been rumored that some sort of negotia- 
tions have been going on between Johns 
Manville and General Refractories. 

Other new high prices recorded during 
the week included Royal Baking Powder, 
Pillsbury Flour, Wesson Oil & Snowdrift, 
Adolf Gobel, F. & W. Grand, Isaac Silver, 


United Gas Improvement, and Northertip 


Ohio Power. A further discussion of tw? 


- of these, Adolf Gobel and Isaac Silver, 


appears on page 334 of this issue. 
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The unusual activity of Pillsbury Flour, 
which has had a sharp advance since its 
recent listing, is attributed to the earnings 
which were disclosed during the week in 
the figures presented by the company to 
the New York Stock Exchange in the ap- 
plication for listing. These earnings for 
the full year ended June 30, 1927, were 
substantially larger than expected. They 
amounted to $2,766,271, or 7.1 times the 
preferred dividend requirement of Pills- 
bury Flour Mills, Inc., or the equivalent 
of $5.94 a common share. The stock was 
listed on the Big Board at the close of the 
week. Dividends were recently inaugurated 
on a $1.60 annual basis. 

The strength of Northern Ohio Power 
reflected the favorable earnings reported 
for the month of July. Net income after 
all charges except depreciation for July, 
1927, was $77,775, against $32,788 for the 
same month of 1926, an increase of 140 
per cent. Gross for the year to July 31st 
was $12,359,813, a record total, comparing 
with $11,804,049 in the preceding like pe- 
riod, and net income after charges but be- 
fore retirement reserves was $1,127,200, 
against $843,920, an increase of over 30 
per cent. 

The company’s most recent report which 
shows earnings applicable to the common 
stock is that for the year ended June 30, 
1927. This statement showed earnings of 
$1.36 a share on the common stock after 
all charges including depreciation, com- 
pared with 31 cents a share for the year 
ended June 30, 1926. On the basis of in- 
creasing earnings, the report for the calen- 
dar year may be close to $2 a share. 








Jewel Tea 
(Concluded from page 329) 
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ing no funded debt and only 27,300 of pre- 
ferred preceding the 120,000 shares of 
common. 

While the stock of Jewel Tea has shown 
a satisfactory advance in price since the 
previous recommendation, there appears 
little reason for altering the views then 
expressed as to its speculative attractive- 
ness, With the common placed in direct 
line for dividend action and with the im- 
provement recorded in the ratio of earn- 
ings to sales, its outlook is such as to in- 
dicate better prices over the period of the 
next year or so. 


DIVIDENDS 


EI. DU PONT DE NEMOURS & COMPANY 

Wilmington, Del. August 15, 1927. 
The Board of Directors has this day de- 
Clared a regular dividend of $2.00 per share 
% the outstanding no par value common 
stock of this Company, payable September 15, 
1927, to stockholders of record at the close of 
business on: September ist, 1927; also divi- 
dend of 14%% on the outstanding Debenture 
Stock of this Company, payable October 25, 
1827, to stockholders of record at the close of 
business on October 10, 1927. 

CHARLES COPELAND, Secretary, 











Electric Power & Light Corporation 
Preferred Stock Dividend No. 10 

The regular quarterly dividend of $1.75 per 
Stare on the Preferred Stock of the Electric 
Power & Light Corporation has been de- 
Clared for payment on October 1, 1927, to 
Stockholders of record at the close of busi- 
Mess September 15, 1927. 

A. C. RAY, Treasurer. 

















DIVIDENDS DIVIDENDS 
Associated Gas and Electric 
Armour 


Dividends 


On August 19th the Board 
of Directors of Armour and 
Company met and declared 
the following dividends: 





ARMOUR 2&5 COMPANY 
ILLINOIS 
The usual quarterly dividend 


(134%) on the preferred stock 
payable October 1, 1927, to stock- 
holders of record, September 10, 
1927. 


ARMOUR &5 COMPANY 
OF DELAWARE 


The usual quarterly dividend 
(134%) on the preferred stock 
payable October 1, 1927, to stock- 
holders of record, September 10, 


1927. 
PHILIP L. REED 


Treasurer. 


























The North American 
Company 


QUARTERLY DIVIDEND No. 94 

ON COMMON STOCK 

A Quarterly Dividend of 244% on the 

Common Stock will be paid on October 1, 

1927, in Common Stock, being at the 

rate of 1/40th of one share for each 

share held of record at the close of 
business on September 6, 1927. 


QUARTERLY DIVIDEND No. 25 
ON PREFERRED STOCK 

A Quarterly Dividend of 1%% (Tica 
share) on the Six Per Cent. Cumulative 
Preferred Stock will be paid on October 1, 
1927, to stockholders of record at the 

close of business on September 6, 1927. 
ROBERT SEALY, Treasurer. 

New York, August 15, 1927. 








National Power & Light Company 
Preferred Stock Dividend. 

The regular quarterly dividend of one dol- 
lar and seventy-five cents ($1.75) per share 
on the Preferred Stock of National Power 
& Light Company has been declared for 
payment October 1, 1927, to holders of record 
of Preferred Stock at the close of business 
September 15, 1927. 

A. C. RAY, Treasurer. 





LOEW’S INCORPORATED 


“Theatres Everywhere” 


August 19, 1927. 
At a meeting held this day, the regular 
guarterly dividend of 50c per share was de- 
clared on the capital stock of this Company, 
payable September 30th, 1927, to stockholders 
of record at the close of business on September 
10th, 1927. 
Checks will be mailed. 
DAVID BERNSTEIN, Treasurer. 





THE MONTANA POWER COMPANY 

COMMON STOCK DIVIDEND NO. 60 

A dividend of one and one-quarter per 
cent (14%) on the Common Stock has been 
declared, payable October 1, 1927, to stock- 
holders of record at the close of business on 
September 12, 1927. 

Checks will be mailed. 

J. F. DENISON, Treasurer. 


25 Broadway, N. Y. 


Company 





61 Broadway, New York 


Dividends 


The Board of Directors has declared 
the following quarterly dividends pay- 
able September 1 to holders of record 
July 80, 1927: 


Dividend No. 10 


$6 Dividend Series Preferred Stock— 
$1.50 per share in cash or 4/100ths 
of a share of Class A Stock for each 
share of Preferred Stock held. 


Dividend No. 7 


$6.50 Dividend Series Preferred Stock 
ro per share in cash or 
pee — my — of Class A 
or each share of Preferred 
Stock held. — 


This is equivalent to permitting 
holders of said Preferred Stocks to 
apply their cash dividend to the pur- 
chase of Class A Stock at the price 
of approximately $37.50 per share as 
compared with the present market 
price of $40.50 per share. The stock 
dividend is equivalent to over $6.48 
per share per annum for the $6 Divi- 
dend Series and over $7.00 per share 
per annum for the $6.50 Dividend 
Series Preferred Stock. 


M. C. O’KEEFFE, Secretary. 














Swift & Company 
Union Stock Yards, 


Dividend No. 167 
Dividend of TWO DOLLARS ($2.00) per share 
on the capital stock of Swift & Company, will 
be paid on October 1, 1927, to stockholders of 
record, September 10, 1927, as shown on the 
books of the Company. 


C, A. PEACOCK, Secretary 


Chicago 





FINANCIAL NOTICE 








Associated Gas and Electric 
Company 





To the holders of 
Common Stock Purchase Rights of 


ASSOCIATED GAS AND ELECTRIC 
COMPANY: 


After September 1, 1927, the price 
for Common Stock of Associated Gas 
and Electric Company which may be 
purchased under Common Stock Pur- 
chase Rights now outstanding will 
be $30 per share instead of $20 per 
share as at present. 


Holders who wish to exercise these 
rights at the present price of $20 
per share should forward their rights, 
with check for the purchase price, at 
the rate of $20 per share, to Asso- 
ciated Gas and Electric Company, 
61 Broadway, New York City, so as 
to be received on or before Sep- 
tember 1, 1927. 


This notice applies to all Common 
Stock Purchase Rights issued: with 
Interest Bearing Option Warrants 
and on sales to customers and em- 
ployees of Preferred Stock and 6% 
Convertible Debentures. 


Dated August 1, 1927. 


H. C. HOPSON, 
Treasurer. 











World August 31, 1927 








351 











Weekly Business and Financial Summary 
(Principal features of this page elaborated and interpreted in the “Trend of Things.’’) 








Average Stock Sales 
1927 





Aug. 24 Aug. 17 Aug. 10 Weekly Sales 


SS Ballroads ....ccccccees 87.56 136.69 136.31 Sale of stocks listed on New York Stock Exchange (in 
18 Industrials 144.61 142.95 142.07 number of shares), week ended Aug. 24, 1927. Week’s Sales: 
41 Combined 142.15 140.89 139.85 Thursday, 1,578,485 shares; Friday, 1,567,230 shares; Satur- 
30.02 29.36 26.69 day, -809,210 shares; Monday, 1,982,250 shares; Tuesday, 
alin 2,078,112 shares; Wednesday, 2,061,470 shares. Average 
Bond De a Jan. 1 to Date 1925 daily sales week ended Aug. 24, 1927, 1,679,460; week prev- 
2 2 2 : 9 
U. S. Govt, bds.. $207,805,100  $184,685,200 $249,754,220 SO. See 
Domestic bonds .. 1,457,991,150 1,370,326,000 1,648,173,875 Thurs- Thurs- 
Foreign bonds ... 573,267,290 433,440,950 458,912,100 day day 
—1927 last this 
Total all bds... $2,239,063,450 $1,988,452,150 $2,258,840,195 — a Png STOCK week work 
: > i ve .. 
Weekly Business Indicators c . 2. a. eo ey 
Federal Reserve Reports 1725 149% Amer. Tel. & Tel. .. 169% 169% 
(000,000’s omitted) 147 119% Amer. Tobacco B.... 142% 143% 
1927 1926 146 125 Amer. Typefounders. 143 131 
Aug. 17 Aug. 10 Aug. 18 41% Anaconda 46 46% 
Bank Debits—New York 6,191 6,269 5,793 83% Armour (Del.) 7% pf. 86. - 86 
Bank Debits—Outside N. oon BB eRe 13,381 161% Atch. Top. & San. Fe. 193% 200 
*Loans and Discounts—N. Y... 2,094 2,146 5 106% Baltimore & Ohio .. 121% 120 
*Loans and Disc.—Outside N. Y. 3,753 3,728 44 Bangor & Aroostook. 731% 17 
tBank Investments—New York. 940 959 8 1, 58 Cerro de Pasco ....... 64% 65% 
7Bank Invest.—Outside N. Y... 2,488 2,481 151% Chesapeake & Ohio.. 192 194% 
Total loan discounts 14,620 14,628 785% Chic, N. W. 91 91% 
Total net demand deposits ... 13,281 13,344 7 68% Chic., R. I. & Pac... 110% 110% 
Total time deposits ............ 6,251 6,253 5,7 95% Chic., R.L&P. 6% pf. 101% 101% 
ier 33%, Chile Copper 36% 36% 
*Secured by other than U. S. Govt. securities. yOther 171% Del. & Hudson 206% 214% 
than U. S. Govt. securities. i 145% Gen. Motors 226 245% 
Weekly Bank Clearings 545 Gen. Outdoor A .... 57% 57% 
1927 1926 37 Gen. Outdoor V.T.C. 48 48 5% 
Aug. 13 Aug. 6 Aug. 14 795 Great Northern pf... 99% 100% 
5,726 6,197 5,149 35% Gulf, Mobile & Nor.. 70% 72 
Outside of New York 4,033 4,160 4,135 40% Hudson & Man. .... 57 56% 
Monthly Bank Clearings 135% Int'l Harvester 189 
July, July, Inc. or 41% K. C. Southern 61 
9 60 Kennecott Copper .. 68% 
$237 a03s 46% Loew’s Inc 55% 
Total U. S. (193 cities) 44,242 43,740 . 37% Missouri Pacific 53 “% 
New York City 25,446 23,782 . 107% 95% M-K-T 6% pf 105 3; 
Outside N. Y. 18,796 19,958 ¥ 158% ee sag ‘ + 
a % 137% %N. Y. Central 155% 
Canada (29 cities) , 2635 | “1,487 192. 156 Norfolk & Western... 187 
Monthly Business Indicators 96% 78 within antic. 95% 
July Sales (000 omitted) 153% 126 Peoples Gas 151 
145% 114% Pere Marquette 130% 
1927 1926 i 45% 32 Public Service of N.J. 42 
Woolworth $20,176 $19,401 ‘ 117% 100% St. Louis-Frisco .... 113 
Kresge 9,791 8,886 a 1255 106% Southern Pacific .... 121% 
N. Bellas Hess 2,297 3,025 : 65% 57% Stand. G. & E. 8% pf. 63% 
2,859 2,474 a 144% 98% Union Carbide 137 
1,221 192% 159% Union Pacific 188% 
790 1403 118% U. S. Steel .......... 136% 
Davega 247 101 75 Wabash A pf. 93% 
soit 89 675, Westinghouse El. ... 834 
*Decrease. 





























’ Total Brokerage Loans Ratio of Reserves 
Foreign Exchange (Member Banks of Federal Reserve 
1927 1926 System) 
Aug. 24 Aug. 25 June sp bie oe piamaachs sw.cs) pReeTeee 
Sector ‘8548 $4.85 June 2 3,115,870,000 


French Franc 3.913 2.84% June eee Sineoee epee ers 3,117,920,000 the Federal Reserve System compare 
BR. Sicicnh ens pustes: 3.29% July 8,196,837,999 as follows: High Low 
Belgian Belga .... 13. #2741, July eke bw eae kanes mpeg tees 80.1 Feb. 25 71.0 Jan. 5 
Germany 23. 23.83 July preg tyre 76.5 July 28 68.9 Dec. 22 
Holland ............. 40.05 40.04 July . Sat cait one 78.3 Jan. 21 66.1 Dec. 23 
Austria 1125 14.125 Aug. ageing eayees 83.7 Jan. 21 70.5 Dec. 24 
Denmark a 26.55 Aug. weer ee 3188 949,000 78.2 July 25 71.2 Jan. 6 
Norway ............. 26.00 21.91 Pn Shae ana ee 36.1 Aug. 9 71.1 Jan. 3 
Spain 6 15.40 F : eda satis reserve percentages of the 
Sweden : 26.74 Car Loadings Pp 8 
Switzerland Y 1 19.30 1927 1926 1925 a Reserve Bank compare as 
Argentine ........... 42.5 40.31 Aug. 13..1,049,280 1,103,660 1,065,476 : ain a : 
15.31 Aug. 6..1,024,218 1,075,392 1,052,518 - 75.4 Jan. 
: 12.10 July 30..1,045,621 1,095,997 1,045,626 - . 20 71.5 Dec. 15 
Canadian Dollar ..100.00 100.156 July 23....1,012,424 1,078,193 1,033,519 85.5 July [ 69.6 Feb. 25 
July 16..1,016,782 1,076,372 1,012,854 1 70.8 Oct. 10 
*Franc. July .. $39,308 897,556 986,893 25 75.0 Jan. 3 
July ..1,021,262 1,065,641 866,199 89.6 Jan. 25 79.0 Jan. 1 


With all percentages computed on 
the basis introduced by the Reserve 
Board on March 13, 1921, the high- 
est and lowest reserve percentage of 

















Crude Oil Production *M er Commodity Prices 
Aug. 20, Aug. 21, oney es Aug. 24, Aug. 25, 


1927 1926 N. Y. Rediscount Rate anes sans 
Oklahoma 817,050 467,900 Commercial Paper Wheat, No. 2 red..$1.50% $1.46 % 
Kansas 104,600 112,650 Bankers Acceptances Corn, new, No. 2 yel. 1.27% 92 
Panhandle Texas. 99,850 106,600 Call Loans Rye, No. 2 white.... 1.10% 1.10% 
North Texas .... 86,050 83,300 Times Loans Oats, No. 2 white... .55% 49% 
West Cent. Texas 67,300 55,050 Bar Silver, London L Coffee, No. 7 Rio... .14 19% 
West Texas 163,100 36,750 Bar Silver, New York........ Sugar, granulated .. . .0560 
East Cent. Texas. 32,050 61,950 Iron, 2X Phila. . 23.25 
Southwest Texas. 31,600 45,850 *As of Wednesday, Aug. 24, 1927. Steel billets, Pitts... 35.00 
North Louisiana.. 56,550 56,850 ’ OSS ERC ee 8.80 
Arkansas .......... 104,550 156,700 14.12% 
Coastal Texas ... 123,950 145,450 inc, E. St. L. delv. 6.27% 7.37% 
Coastal Louisiana - 14,700 12,750 London Market i \ 65.15 
Eastern 115,000 100,500 Cotton, mid. upland.21.70 19.20 

54,050 70,150 Money in London at 3% per cent; Printcloths 05% 05% 

16,850 27,950 short bills at 44%;@4% per cent; three Silk, crack doub. ext. 5.35 sees 
ee 6,850 8,850 months’ bills at 4%;@43 per cent. Rubber, spot -3480 3970 
New Mexico .... 2,700 5,150 : 1 n Hides, nat. steer.... .20 14% 
California 621,600 606,100 eimere ak ene yin handed Gasoline 21 


Crude Oil, Mid-Con. 
Total ..... s+. 2,518,400 2,170,500 ported by the Bank of England. 33 to 33.9 grav. ... .97 2.05 
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DIVIDENDS DECLARED 
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Company Rate riod able Record 
Armour of Del., pf $1.75 Q Oct. 1 Sep. 10 
Armour of Ill, pf..... $1.75 Q Oct. 1 Sep. 10 
Amer. Seating Co................-..... 75e Q Oct. 1 Sep. 20 

OU since asmurenassacnsioreee: Seviaae 25c Ex Oct. 1 Sep. 20 
Am. Pub. U. pr. pf.. b1.75 Q Oct. 1 Sep. 15 

6. Oth Wists 1.75 Q Oct. 1 Sep. 15 
Auto Strop S. R. . 

PON ey ieee micnereonatee @ Ct. 2 Sep 36 
Assoc. G. & E., “cl. Bs cscocacsd 874%c Q Oct. 1 Aug. 31 

Do 7% pf. Ser. .... $1.75 Q Oct. 1 Aug. 31 
Amer. Piano Co. Q Oct. 1 Sep. 10 

Do We scence casts iensis Q Oct. 1 Sep. 10 
Amer. ane Q Nov. 1 Oct. 15 

Do pf. =i Q Nov. 1 Oct. 15 
Auto Car Co. ; SO. Yo Q Sep. 15 Sep. 5 
Bangor & Aroostk., Q Oct. 2 Aug. 31 
Bkiyn. Union Gas.................... Q Oct. 1 Sep. 8 
Bush Terminal Co. Q Oct. 15 Sep. 30 

OSE. i Ae See eae ¥, Q Oct. 15 Sep. 30 
Bush T. Bldg. Co. : Q Oct. 1 Sep. 16 
Chesebrough Mfg. Q Sep. 30 Sep. 10 
re Se ee Q Sep. sV0 Sep. 9 
Calumet & Ariz. Q Sep. 26 Sep. 9 
Cent. Alloy Stl. Corp Q Oct. 10 Sep. 24 

SS Serene , Q Oct. 1 Sep. 13 
Com Sol (new) In Q Oct. 1 Sep. 20 
Kisen’r Bros., Inc., pf........ 1%% W Oct. 1 Sept. 20 
Kiec. Pwr. & Lt. pf............ l%vo Q Oct. 1 Sep. 15 

De i. Cit..............4. 1%% %W Oct. 1 Sep. 15 

Do pf. ctts. (40% pfi.)....due Q Oct. 1 Sep. 15 
Equit. Office Bdlg. .............. $1.75 @ Oct. 1 Sep. 15 

CE Sense 1%% Q Oct. 1 Sep. 15 
First Nat. Pic., Inc., 

DORE S06: TEs. csukscccosssress Q Oct. 1 Sep. 13 
Finan, Inv. Co., Ltd. Q Oct. 1 Aug. 31 

DD sacanicmamareren xt Oct. 1 Aug. 31 
Gabriel Snub. Mfg. Q Oct. 1 Sep. 13 
Gt. West. S. (new) Q Oct. 1 Sep. 15 
General Inv, Trust Q Oct. 1 Aug. 31 

WR” csecstecteeneesiaees uxt Oct. 1 Aug. 31 
Hack. W. Cl. A p?f.. vs Q Sep. 30 Sep. 15 
Wate: BROS icscrecesececssenci . Q@ Oct. 1 Sep. 12 
Internat. Harvester Q Oct. 15 Sep. 24 
lll. Bell Tel. Co. Q Sep. 30 Sep. 29 
ind, Gi © Gat (ee... 25¢ Q Oct. 31 Oct. 17 
ind: Water €o.,. of............ 1%% Q Oct. 1 Sep. 10 
kot. COm@nk. GOtDs <cccsiiccsses-cence $1 Q Sep. 30 Sep. 10 

DO Oe wecccaccencescetesinses $1.75 Q Sep. 30 Sep. 16 
Kansas City Power & : 

it. Ge., Ber A-of........5$1L75 @ Oct. 1 Sep. 14 
K. C. & L. Co. Ast pf B send $1.50 Q Oct. 1 Sep. 14 
Leet S. FC wccmcicnnncccnaeee @ Ben de Bop. 10 
Long-Bell L., cl. A Q sep. 30 Sep. 10 
Laciede Gas Lt. Co Q Sep. 15 Sep. 1 
BURERAD GOD, cccsiecccictesevecsesnss y Q Oct. 1 Sep. 5 

nn ee Q Oct. 1 Sep. 5 
Montana Power ... Q Uct. 1 Sep. 12 
Midvale CO. ncvccccensss Q Oct. 1 Sep. 17 
Mout'l Beli Tel. Q@ Oct. 15 Sep. 23 
Nat. Pow. & Lt., Q Oct. 1 Sep. 15 
No. Am. P.. Coa., Q Oct: 1 Sep. 10 
Nat. ‘Transit Co. Q Sep. 15 Aug. 31 
N. ¥. Stm, Corp. iad eee 7 Q Oct. 1 Sep. 15 

Bo TS Be cau. iccmumpaete @ Oct. 1 -Bep. 26 
Pere Murquette R.. peek $1.50 @ Oct. 1 Sep. 14 

OES cerasnssseorce 31.25 0 Nov. 1 Oct...34 

BP0 FS E  srikncsnsecee $1.25 @ Nov. 1 Oct. 14 
ees Es ee OE Distasi scene 5VUc Q Sep. 30 Sep. 2 

i Sarees ...oUc M Sep. 30 Sep. 2 

DY Fle: Te. scccteuserss $1.75 Q Sep. 30 Sep. 2 

TD GR RARER ARNE ee cee $2 Q Sep. 3 Sep. 2 
r &. Se. & Gy 8%. pe... $1.50 Q Sep. 30 Sep. 2 

Aer $1.75 Q Sep. 30 Sep. 2 
Philips Petrol. Co. .:....0:..5.-... Tic Q Oct. 1 Sep. 14 
Quaker Oats @ Gt. 15 Od. 1 

Do pr. Q Nov. 30 Nov. 1 
mon: Rem Cs. 2.5.2 1% Stk Oct. 1 Sep. 10 

MO ee eset nveinspaesaceoueea 40c Q Oct. 1 Sep. 10 

BOO DRG. GE, vsninteecocecccvcnecs $1.75 Q Oct. 1 Sep. 10 

BO AR once ocenescnctocanccosacd 2 Q Oct. 1 Sep. 10 
S. W. Pa. Pipe Ls.. 91 Q@ Oct. 1 Sep. 15 
Standard Milling $1.25 Q Sep. 30 Sep. 19 
GH. RGus SAR Be asecenceseces %% %Q Oct. 1 Sep. 9 

LESS Bt a 25c Ext Oct. 1 Sep. 9 

UR RE | See 3311/3 M Oct. 1 Sep. 20 

| Ee are .001/3c M Nov. 1 Oct. 21 

| gees .33 1/3c M Dec. 1 Nov. 18 
RE GN os es evant tacnies 76¢ Q Oct. I Sep. 9 
Utah G. & C. $1.75 Q Oct. 1 Sep. 15 

ie a, Sa o1.48 @ Oct. 1 Sep. 15 
U. S. Freight ....................$1.25 Q Sep. 10 Aug. 31 
Oil. B. £. t. Gi Ac..........088 @ O86. 1 Sam € 

Do class B 25c Q Oct. 1 Sep. 6 

BONIS vas ccsnee<cconwiarsieuscceKt $1. Q Oct. 1 Sep. 6 
U. 8. Tale. Oa. pe pl..... Bate Oe eG hE ascue 
MAUMEE esse a escucccecces 75ec Q Oct. 15 Sep. 30 

Ue eae 75 Q Nov. 1 Oct. 17 
Wahl Co. pf (acc.)............ 1 % % . Oct. 1 Sep. 22 
Ward Bae, 0... Ac.cccccssoc:psacscosto @ Oct. 1 Sep. 15 

DOT. vivinetecsncacnaeiere Gb 1 Bex 35 
Wa!lworth Co. c Q Sep. 15 Sep. 1 


Do pf. 


Q Sep. 30 Sep. 20 
WUD SEU iso sic scokSescsvces 


Q Sep. 30 Sep. 15 





*Payable in cash or stock. 


RIGHTS ON N. Y. §, E. 


Company Expire Privilege* 
Canadian Pacific ..... Sept. 29 1- 8 @ 150 
Int. Ol Me WO. osc s Oct. 5 1- 8 @ 100 
a ao re Nov. 1 1-10 @ 100 


New York, N. H. & H..Oct. 1 §1- 4 @ 100 





_*3-10 @ 107% signifies stockholders have 
right to subscribe at 107% for 3 additional 
shares for every 10 now held. 


72-5 for preferred stockholders. 
jNew stock to be 7.1 cum, pfd, 














To Keep You Informed 


Every week we list in this column instructive booklets, 
circulars, periodicals and special letters pertaning to in- 
vestments and other timely subjects which we believe are 
of interest and profit to our subscribers. 

Upon request and without obligation, any of these listed 
below will be sent free, direct from the houses by whom 
issued. 

Kindly send request to | 
CurrENT LITERATURE DEPARTMENT, 
THE FINANCIAL Wor pb, 53 Park Place, New York, N. Y. 


Associated Gas & Electric System—An attractive illustrated 36 page 
year book giving a full, graphic and well written account of proper- 
ties of the Associated System. It contains pictures of the properties, 
charts, maps, and financial statements. 


Rules for Safe Investment—Knowledge gained over a long period of 
years makes it possible to determine whether a given spot in a 
city will have a growth in property value which will be steadily 
increasing. This is only one of the important factors of safety of 
Real Estate Bonds which are explained in this booklet published 
by a well known bond and mortgage company. 


An All-Season Investment—A booklet telling of the development of 
a unique branch of the chain store business where annual sales 
have expanded from $2,500 to $3,000,000. 


Investing for Safety—Is the title of the newest publication of one of 
the oldest real estate investment bankers. It describes in detail 
the methods followed by this organization in underwriting first 
mortgage real estate bond issues. 


A Comprehensive Analysis of South American Republics, particularly 
featuring the Republic of Colombia, has been prepared by a prom- 
inent international banker. Copy on request. 


Consistent Investment Success—An interesting booklet of unusual value 
to investors describing how an investment fund can be safely and 
consistently increased by investing in sound common stocks. 


Keeping the Investor Informed—By publishing its Monthly News a 
prominent firm of investment bankers keeps its clients informed of 


the status of their holdings. The 8 page pamphlet is worthy of 
careful reading. 


Trading Methods—A 24 page booklet issued by a New York Stock 
Exchange house, containing a brief explanation of the many differ- 
ent operations pertaining to stock market trading. 


Odd Lots—A well known firm, members of the New York Stock Ex- 
change, has published a book setting forth the adyantages for both 
the small and large investor ce in Odd Lots. Copy upon 
request. 


Foreign Dollar Bonds—A booklet recently issued by ohe of the largest 
investment banking houses in the world, containing valuable sug- 
gestions for bond buyers and presenting an imposing record of 
foreign loans in American markets. Copy will be sent upon request. 


What Bonds Should You Buy?—One of New York’s largest trust 
companies has recently issued an IJnvestment Memorandum, out- 
lining a plan which will enable them intelligently to suggest from 
hundreds of investments those bonds offering distinct advantages 
to you. 

For Income Builders—This booklet describes a practical Partial Pay- 
ment Plan, whereby sound securities may be purchased through 
monthly payments of as little as $10. Shows how permanent inde- 
pendent income may be built through the systematic investing of 
small sums set aside from current earnings. 


A Record of Investments—This loose leaf binder offers a simple method 
of keeping your personal property accounts. There are separate 


sheets for summary of Income—Bonds—Stocks—Mortgages—lIn- 
surance. 


Please write name and address plainly when 
asking for any of the above literature. 














































As subscriptions have been received in excess of the amount of Bonds offered, 
this advertisement appears only as a matter of record 


$40,000,000 
Commonwealth of Australia 


EXTERNAL LOAN OF 1927 THIRTY-YEAR 5% GOLD BONDS 


Dated September 1, 1927 Due September 1, 1957 
Interest payable March 1 and September 1 : 





NOT REDEEMABLE PRIOR TO SEPTEMBER 11, 1947 
Redeemable, at the option of the Commonwealth, as a whole or in part, upon 60 days’ notice on any interest payment 


date, as follows: on or after September 1, 1947, and prior to September 1, 1952, at 102% and accrued in- 
terest; on or after September 1, 1952, at 100% and accrued interest. 





Coupon Bonds in denomination of $1,000. 





Principal and interest payable in New York City, either at the office of J. P. Morgan & Co., or at The National City 
Bank of New York, in gold coin of the United States of America of the present standard of weight and fineness, 
without deduction for any Australian taxes, present or future. 





The following statement has been made on behalf of the Commonwealth of Australia by its Commissioner in the 
United States of America, Sir Hugh R, Denison, K. B. E. 


GENERAL The Commonwealth of Australia is an integral part of the British Empire and comparable in importance with the Dom- 
inion of Canada. Loans of the Commonwealth issued in London enjoy the highest credit and constitute a legal 
investment for Trustees in Great Britain, 


PURPOSE OF This Loan is issued by the Commonwealth of Australia as a central borrower on behalf of itself and the States of 
ISSUE Australia. The proceeds of the Loan will be used for developmental and productive public works and for the pay- 
ment of maturing debt. 


SINKING FUND The Commonwealth has established a Sinking Fund for tts public debt under the National Debt Sinking Fund Acts, 

which provide that, during a fifty-year' period beginning in 1923, payments from revenue to the Sinking Fund must 
be made at the rate of not less than Y%2% per annum of the amount of the Commonwealth loans outstanding in 1923 and loans 
subsequently issued, except those raised for the purpose of making local advances which are to be repaid to the Commonwealth and 
credited to the Sinking Fund. All German reparations received by the Commonwealth and one-half of the net profits of The Common- 
wealth Bank of Australia must also be paid into the Sinking Fund. Bonds acquired for the Sinking Fund must be cancelled and sums 
equal to interest at 5% per annum on such bonds must be paid from revenue into the Sinking Fund (except as to bonds repurchased or 
redeemed out of repaid advances, out of German reparations and out of surplus revenue paid into the Sinking Fund). The Sinking Fund is 
under the administration of a National Debt Commission, which applies the Sinking Fund moneys to the retirement of Commonwealth debt 
by the repurchase of loans in the open markets, by the redemption of loans prior to maturity, or by the payment thereof at maturity. 


In addition to the mandatory payments into the Sinking Fund, the Treasurer of the Commonwealth has authority to apply surplus 
revenue to redemption of debt, and in the four years ended June 30, 1927, $36,088,772 of surplus revenue has been sv applied. The 
total amount applied from all sources to debt redemption in the same period of four years was $126,808,454, equivalent to an average an- 
nual rate of redemption of about 1%%. 


GOVERNMENT The total gross debt of the Commonwealth as of June 30, 1927, amounted to $2,243,786,167, consisting of $402,196,472 ex- 
DEBT ternal debt in the hands of the public: $416,440,265 debt to the British Government (to be amortized by 1956 under a 
funding agreement of 1921); and $1,425,149,430 internal debt. 

At a recent conference of Premiers, an Agreement was entered into for adjusting the financial relationships between the Common- 
wealth and the States of Australia. This Agreement will operate for two years, before the end of which period the people will be asked 
by referendum to embody the terms of the Agreement permanently in the Federal Constitution. The Agreement contemplates that the 
Commonwealth shall take over the debts of the States, the Commonwealth to apply for a period of fifty-eight years from July 1, 1927, 
towards the interest’ on those debts, a sum equal to the total of the per capita payments made by the Commonwealth to the States in 
the year ended June 30, 1927, and the States to provide the balance of the interest. There is a further provision that the Commonwealth 
and the States, out of their respective revenues, shall make annual contributions to a Sinking Fund, designed to extinguish the present 
debts of the States in a period of between fifty and sixty years from the present time and all future loans within a similar period from 
the time of their issuance. All future borrowing for the purposes of the Commonwealth and the States is to be arranged by the Common- 
wealth, in accordance with decisions of the Loan Council, which ts representative of the Commonwealth and of the States. In respect 
of such borrowing, Commonwealth securities are to be issued, except where the Loan Council unanimously decides that the securities of a 
State may be issued, in which case the State securities so issued are te be guaranteed by the Commonwealth. 


REVENUES AND ‘The ordinary revenues of the Commonwealth in the fiscal year ended June 30, 1927, amounted to $380,405,716, and 
EXPENDITURES its ordinary expenditures to $367,392,466, resulting in a surplus of $13,013,250. The expenditures include $16,- 
110,188 applied from revenue to the redemption of debt. 


MONETARY _ The monetary unit of Australia is the pound sterling, the gold standard_having been restored on April 28, 1925, 
SYSTEM coincidently with similar action in Great Britain. The Commonwealth Bank of Australia has the sole power of 
note-issue and holds a gold reserve of over 45% against its outstanding notes. 


All figures stated in dollars in the above statement have been converted from pounds sterling at par of exchange. 





THE ABOVE BONDS ARE OFFERED FOR SUBSCRIPTION, SUBJECT TO ISSUE. AND DELIVERY TO 
US AS PLANNED, AT 98% AND ACCRUED INTEREST, TO YIELD OVER 5%% TO MATURITY. 





Subscription books will be opened at the office of J. P. Morgan & Co. at 10 o’clock A.M., Wednesday, August 24, 
1927, and will be closed in their discretion. The right is reserved to reject any and all applications, and also, in any case, 
to award a smaller amount than applied for. The amounts due on allotments will be payable at the office of J. P. Morgan 
& Co., in New York funds, the date of payment (on or about September 7, 1927) to be stated in the notices of allotment. 
Temporary Bonds or Interim Receipts will be delivered, pending the preparation and delivery of definitive Bonds.’ 





J. P. MORGAN & CO. THE NATIONAL CITY COMPANY 
FIRST NATIONAL BANK, New York 

GUARANTY COMPANY OF NEW YORK BANKERS TRUST COMPANY, New York 

HARRIS, FORBES & CO. LEE, HIGGINSON & CO. 

BROWN BROTHERS & CO. KIDDER, PEABODY & CO. 


New York, August 24, 1927 
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